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III 
ABSTRACT 
 
Hong Kong is under the dual agency system. Estate agent usually represents 
both the seller and purchaser in the property transaction. Conflict of interest 
therefore exists in the estate agency trade and malpractices of estate agents 
were commonly complained. In response to this issue, the Hong Kong 
government passed the Estate Agents Ordinance in May 1997. Under this 
ordinance, the Estate Agents Authority was set up to regulate the conduct of 
practitioners through the license system.  
 
However, it is argued that not all occupations are suitable to be regulated by 
the license system. It may be used as a shield to protect the practitioners from 
competition rather than benefit to the public. 
 
Attempting to prove the effectiveness of the Estate Agents Ordinance, the 
traditional practices of estate agents in the time without the legislative 
regulation are investigated to demonstrate the need for the improvement of the 
estate agency trade. This dissertation also tries to study the contents of the 
Estate Agents Ordinance in order to understand its rationale and necessity. Due 
to the implementation of the license system by the Estate Agents Authority, the 
estate agency trade is changing. Through the comparison between the past 
situation and current situation, the effectiveness of the Estate Agents 
Ordinance can therefore be revealed. 
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CHAPTER 1 
INTRODUCTION 
 
1.1 BACKGROUND 
The property market in Hong Kong is very prosperous1. With the continuous 
increase in the population2 but limited land resources3, the demand on the 
property is prolonged in high level. This optimistic prospect of property 
market attracts many people to be estate agents. The estate agency industry 
therefore expanded rapidly both in term of the number of agents and the type 
of services provided4. However, it causes many problems on the services 
provided. There was no legislation to regulate the operation of estate agency 
industry. Before the enactment of Estate Agents Ordinance, there was no 
limitation and standard requirement to be an estate agent. All people could act 
as estate agents. Without the minimum requirement on knowledge of the 
property transaction, estate agents vary in quality causing many complaints 
about the misconduct of estate agents.  
 
Due to the rising number of complaints reported against the malpractice of 
estate agents in Hong Kong, the Consumer Council, in September 1991, 
                                                 
1 Property market is one of the major tax income of HKSAR 
2 According to the Census and Statistics Department, in 2006, the population of Hong Kong is 
about 6.99 million and the population growth rate is 0.8% 
3 The area of Hong Kong land is about 1104 km2. 
4 Leong Fung Shan (1998) The Estate Agents Ordinance in Hong Kong: A Critical Review. 
Unpublished B.Sc. (Surveying) dissertation, Department of Surveying, The University of 
Hong Kong 
2 
identified the need for the statutory control of estate agents. In June 1993, 
Legislation Council supported the Consumer Council‘s suggestion and passed 
a motion urging Government to introduce legislation to regulate the operation 
of Real Estate Agents through licensing system. In May 1997, the Estate 
Agents Ordinance was successfully passed in the Legislation Council. 
According to the Report of the Working Group on the Regulation of Estate 
Agents in Hong Kong which was published in August 19945, the objectives of 
Estate Agents Ordinance are included: 
 
1. to define the role and obligations of estate agents;  
2. to ensure that the operation of estate agents meets certain specified 
standards of competence and knowledge and obligations to their 
clients;  
3. to provide sanction against estate agents who fail to comply with those 
standards of competence and knowledge and obligations;  
4. to provide an avenue of complaints to consumers who suffer from an 
estate agent's unsatisfactory services or malpractices; and  
5. to establish a regulatory body to monitor the operation of estate agents 
and to enforce measures to achieve objectives (2)-(4).  
 
The Estate Agents Ordinance has already laid down a legislative framework 
on how the estate agency trade is to be regulated. As the Estate Agents 
Ordinance (EAO) has been implemented for approximate 10 years, it is the 
time to investigate the effectiveness of the Estate Agents Ordinance to see 
                                                 
5 See Hong Kong Government Planning, Environment and Lands Branch 
http://www.cityu.edu.hk/hkhousing/pdoc/ReportofWorkingGrouponRegulationofEstate.htm
#Chapter%205 
3 
whether or not the malpractices of the estate agents can be eliminated through 
the setting up of a statutory body called the Estate Agents Authority (EAA). 
The Estate Agents Authority is tasked to prescribe the licensing requirements 
for the issue of the licenses, to draw up detailed practicing regulations and to 
consider matters related to training and disciplinary proceedings. This paper 
concerns whether the license system of estate agency issued by the Estate 
Agents Authority is effective to regulate the conduct of estate agents and 
eliminate malpractices which were so prevalent among the trade during the 
buoyant property market. Through the review of past estate agency industry, 
the malpractices of estate agency will be raised. In addition, by studying the 
content of the Estate Agents Ordinance and examining the current situation of 
the estate agency industry, the effectiveness of regulating the estate agents’ 
conduct and reducing the malpractices can be evaluated.  
 
1.2 AIM AND OBJECTIVES 
The aim of this dissertation is to have a critical review of the Estate Agents 
Ordinance which has been implemented since 1997 in Hong Kong with 
reference to the past and current situation of estate agency trade.  
 
The particular objectives of this dissertation are set out as follows:  
 
1. To understand the roles of estate agent in the property transaction 
process 
2. To highlight the agency problems and tricky means 
3. To analyze the rationale of Estate Agents Ordinance 
4 
4.  To critically examine the effectiveness of the license system of 
estate agency under the Estate Agents Ordinance 
 
1.3 METHODOLOGY 
Based on the aim and objectives mentioned above, this dissertation will follow 
a systematic approach to define the scope of estate agent first, then review the 
traditional practices of estate agent, followed by studying the current 
legislative framework and finally to evaluate its effectiveness by the current 
situation of the estate agency trade. 
 
General Approach 
In order to have a deep understanding on the roles of estate agent in the 
property transaction process, literature review on the different types of estate 
agents and their duties will be done. Also, through the studying the 
conveyance procedure, more concreted duties of estate agents will be 
introduced.  
 
With reference to the past data provided by the Consumer Council and the 
Independent Commissioner Against Corruption (ICAC), the agency problems 
and their tricky means will be summarized. 
 
Through the study of the Estate Agents Ordinance from web site of the 
Bilingual Laws Information System, the rationale of the Estate Agents 
Ordinance can be identified. 
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In order to determine the effectiveness of license system of estate agency 
under the Estate Agents Ordinance, the current situation reflected from the 
annual reports of the Estate Agents Authority will be examined in terms of the 
number of complaints, the quality of estate agents, the level of protection for 
the clients and the degree of power taken by the Estate Agents Authority. 
 
Sources of Information 
The sources of information for this dissertation are based on primary and 
secondary data collection. 
  
For the primary data collection, personal interview was conducted with 
Tommy Cho, the former committee of the Estate Agents Authority from 1998 
to 2004, to collect some opinions about the change of estate agency trade with 
reference to the establishment of Estate Agents Ordinance and the difficulties 
faced by the Estate Agents Authority for the implementation of Estate Agents 
Ordinance in the past. Personal interview was also conducted with Connie 
Law, current Manager (Corporate Communications) of the Estate Agents 
Authority, for the purpose of understanding the difficulties for the Estate 
Agents Authority to execute the Estate Agents Ordinance in terms of the 
power. 
 
For the secondary data collection, it was undertaken through 
 
1. summarizing information and data from published books, journals 
and annual reports of several regulatory bodies 
6 
2. visiting the public information centre e.g. Estate Agents Authority’s 
Resources Centre 
3. analysis data provided by various regulatory bodies e.g. Estate Agents 
Authority (EAA), the Consumer Council, the Independent 
Commissioner Against Corruption (ICAC) 
4. analysis statistic from various government departments e.g. the Land 
Registry and the Census Statistics Department 
5. searching information from the web sites e.g. Bilingual Laws 
Information System. 
 
1.4 OUTLINE APPROACH 
This dissertation is divided into 6 parts to achieve the objectives mentioned 
above. 
 
Chapter 1 is the introduction which describes the brief background of the 
establishment of Estate Agents Ordinance, defines the aim and objectives, and 
explains the methodology and the outline of this study. 
 
Chapter 2 then defines the meaning of estate agent and literature review on the 
duty of estate agent will also be discussed. Moreover, further literature review 
on the malpractices of estate agent will be portrayed and the idea of license 
system will then be introduced.  
 
Chapter 3 briefly studies the conveyance procedure and a number of tasks 
done by estate agents in a property transaction will then be portrayed. Also, 
7 
the traditional practices and the estate agency problems commonly breached in 
Hong Kong will be raised. 
 
Chapter 4 examines the legislative framework of Estate Agents Ordinance and 
criticizes the aim and necessity of such provisions. 
 
Chapter 5 analyzes the present situation of estate agency and proves the 
effectiveness of Estate Agents Ordinance. 
 
Chapter 6 gives a conclusion for the whole study and indicates the future 
direction to further this study. 
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CHAPTER 2 
LITERATURE REVIEW 
 
2.1 INTRODUCTION 
Before evaluating the effectiveness of the Estate Agents Ordinance, it is 
important to define the crucial terms in junction with this ordinance. It is true 
that Estate Agents Ordinance is applied for the regulating the estate agents. 
However, the term “estate agent” seems to be a collective term. To have a 
clear concept on estate agent and their roles, literature review regarding to the 
definition of estate agents and their duties will be firstly discussed. Also, there 
are 2 types of operation mode for the estate agency system. They may be 
either single agency or dual agency. In the past, both types have been deeply 
discussed by many authors and the potential conflicting nature suggested by 
them in the past literature will be raised in this study in order to understand the 
estate agency problems in this trade.  
 
In this study, the literature review gives the theoretical framework by 
introducing the malpractices of estate agents in the trade and the essential of 
license system. Then the applicability of license system to the estate agency 
trade will be examined. 
 
9 
2.2 DEFINITION OF ESTATE AGENT 
Definition of Estate Agent 
Estate Agent is not a new wording. It has been existed in the property market 
for a long time. The estate agent has simply been defined as the party who is 
hired to represent the interest of another, the principal, in dealing with third 
parties.6 It is regarded as an expert on whom the principal can rely for 
specialized professional advice.7 
 
A similar definition of the estate agent has been stated in terms of seller and 
buyer: “An estate agent is to bring together the sellers and the buyers of 
properties. The agent acts for and owes a duty to the seller.”8 Therefore, 
seller is the principal who hires the estate agent to represent the seller interest 
in dealing with the buyer. 
 
A more detail definition of estate agent is given by the Working Group on 
Regulation of Estate Agents9 who recommended that an estate agent should 
be defined as follows:  
(a) The business of an estate agent is  
- selling, buying, exchanging, letting or taking on lease of or 
otherwise dealing with or disposing of; or  
                                                 
6 Larsen, James E. (2003) Real Estate Principles and Practices. Wiley, p.140 
7 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, p.33 
8 Mepham, J.H. (1985) Your own estate agent. London: Malcolm Stewart Books, p.4 
9 It was set up by the Government in November 1993 
10 
- negotiating for the sale, purchase, exchange, letting or taking on 
lease or any other dealing with or disposition of any real property 
on behalf of any other person;  
(b) Any individual or corporation who carries on or holds himself out to 
the public as ready to undertake the business of an estate agent is an 
estate agent;  
(c) Any individual or corporation within the definition of (a) is an estate 
agent whether or not he carries on any other business, or obtains any 
consideration in a property transaction; and  
(d) Someone who indirectly engages himself in estate agent work via a 
third party should be deemed as an estate agent.  
 
With regard to the job nature mentioned above, the definition of “estate 
broker” which is adopted in the United State of America seems to be similar to 
“estate agents” although their names are different. As estate agent is only a 
collective name for several terms10, the definition of estate agent in this study 
is including “property agent”, “property salesperson”, “real estate agent” and 
“estate broker” which are commonly used in other countries but with the 
similar job nature.  
 
 
                                                 
10 Chong Shung Ping, Charles (2000) A New Era for the Hong Kong Real Estate Agency 
Industry. unpublished B.Sc. (Surveying) dissertation, Department of Surveying, The 
University of Hong Kong, p.25 
11 
In Hong Kong, to avoid confusion, “estate agent” is legally defined by the 
Estate Agents Ordinance. According to the Section 2(1) of this Ordinance, 
estate agent means a person who in the course of a business (whether or not he 
carries on that or any other business) does estate agency work11.  
 
Classification of Agent 
Among different industries, estate agents have been defined according to their 
particular job nature. However, within the estate agency trade, they can be 
further classified into either estate agent (i.e. broker) or salespeople. The 
difference between the brokers and salespeople is showed as follows: 
 
“Brokers have the power to act on their own behalf and employ others in 
their business while salespeople (sometimes called sales associates or 
associates licensees) must work under the supervision of a broker.”12 
 
The agents can also be classified into 2 types by their operation mode. They 
are single-agency broker and dual-agency broker.13  
 
“Single-agency broker – the single-agency firm represents only one side 
in any given transaction: either the seller or the buyer. The single-agency 
                                                 
11 Estate agency work means any work done in the course of business for a client- 
(a) being work done in relation to the introduction to the client of a third person who 
wishes to acquire or dispose of a property, or to the negotiation for the acquisition or 
disposition of a property by the client; or 
(b) being work done, after the introduction in the course of that business to the client of a 
third person who wishes to acquire or dispose of a property or the negotiation in the 
course of that business for the acquisition or disposition of a property by the client, in 
relation to the acquisition or disposition, as the case may be, of the property by the 
client; 
12 Larsen, James E. (2003) Real Estate Principles and Practices. Wiley, p.139 
13 Long, Deborah H. (1998) Doing the right thing: a real estate practitioner's guide to ethical 
decision making. Prentice Hall, p.66 
12 
broker never represents both buyer and seller in the same transaction.”   
 
“Dual-agency broker – the dual-agency broker represents both buyer and 
seller in the same transaction. Dual agency requires written, informed 
consent to be legal.” 
 
In fact, the agents usually represent the seller in the past practices. However, 
there is a growing trend for purchasers of real estate to have representation. 
The new term “a buyer’s agent” is born which is hired and paid by the buyer, 
and acts as the buyer’s agent.14  
 
The different between the seller’s agent and buyer’s agent is that the agent 
hired by a seller is limited to finding a ready, willing and able buyer for the 
property. For the agent hired by a buyer, he would have the limited 
responsibility of finding a property that fits the buyer’s criteria.15 
 
2.3 ROLE OF ESTATE AGENT 
Duties of Seller’s Agent /Buyer’s Agents to the Principal 
As mentioned previously, agent who represents the principal can be either the 
seller or buyer. If the agents represent the seller, they are responsible for 
helping the seller arrive at an appropriate and realistic listing price, 
discovering and disclosing facts that affect the seller and properly presenting 
the contracts that the seller signs. Also, they are required to make reasonable 
                                                 
14 Larsen, James E. (2003) Real Estate Principles and Practices. Wiley, p.141 
15 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, 
p.40 
13 
efforts to market the property, such as advertising and holding open houses, 
and help the seller evaluate the terms and conditions of offers to purchase. On 
the other hand, an agent who represents the buyer is expected to help the buyer 
locate suitable property and evaluate property values, property conditions, 
financing alternatives and offers and counteroffers with the buyer’s interest in 
mind. 
 
If an agent acts beyond the authority granted, the principal may sue for any 
damages incurred, or the principal may subsequently agree to be bound by the 
agent’s actions called ratification. Therefore, it is necessary to understand the 
duties of the agent to the principal to avoid argument. 
 
Several duties owed by an agent to the principal can be summarized into 5 
categories including loyalty, honesty, obedience to instructions, properly 
accounting for money and property and avoiding negligence.16  
 
1. Loyalty 
If the purchaser is related to the agent, the agent should disclose the 
relationship with the purchaser to the seller. Otherwise, the seller may 
be able to recover any commission paid plus the difference between 
the purchase price and the list price because the agent violated the 
duty of loyalty by not disclose the relationship with the purchaser to 
the seller. 
 
                                                 
16 Larsen, James E. (2003) Real Estate Principles and Practices. Wiley, p.142-144 
14 
2. Honesty 
The duty of honesty requires the agent to disclose to the principal any 
information that might influence the principal‘s pricing and selling 
decisions. It is the agent’s duty to keep the principal informed of all 
facts or information that could affect a transaction.17 For example, 
the agent has a responsibility to explain how factors, such as new 
KCR station nearby, might influence the value of the property.  
 
3. Obedience to instructions 
The agent has a duty to follow any special instructions of the 
principal. For example, the owner may not wish the property to be 
shown to prospects within certain hours or without prior notice. The 
agent may be held liable for any damages suffered by the principal 
resulting from failure to follow instructions. However, that obedience 
is not absolute. The agent may not obey instructions that are unlawful 
or unethical.18 
 
4. Properly accounting for money and property  
Agents should open a separate account at a financial institution to be 
used exclusively as a depository for funds belonging to clients.  
 
 
 
 
                                                 
17 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, 
p.36 
18 Ibid., p.35 
15 
5. The duty to avoid negligence  
Agents who do not make a reasonable effort to properly represent the 
interests of the principal are negligent.19 In essence, a real estate 
agent is required to exercise the same degree of skill as other 
qualified agents would exercise. If negligence is proved, the agent is 
liable for any loss incurred by the principal. 
 
Apart from the 5 duties mentioned above, brokers also have a fiduciary 
relationship with clients (i.e. the principals) and are obligated to give them 
loyalty and confidentiality20 e.g. Agents work for the sellers should not reveal 
any other price or suggest a suitable initial offering price unless the seller has 
given those instructions. Brokers are advocates for their clients, and as such, 
owe them the highest degree of care, skill, and diligence. Everything brokers 
know about the property that is material to the transaction must be revealed to 
their clients (i.e. the principals).  
 
Duties of Agent to the Client and Customer 
Traditionally, the seller has employed real estate agents. In that role, the 
practitioner’s objective is to obtain the best possible price and terms for the 
seller from a buyer. On the other hand, buyers traditionally have been in the 
role of customers, not clients. Brokers work with but do not represent 
customers. The following table shows the agent’s duties to the client and the 
customer.  
 
                                                 
19 Ibid. 
20 Long, Deborah H. (1998) Doing the right thing: a real estate practitioner's guide to ethical 
decision making. Prentice Hall, p.63 
16 
Table 2.1: Agent’s Duties/Responsibilities to the Client and the Customer 
 
Agent to the client 
(Client-Level Fiduciary Services)
Agent to the customer 
(Customer-Level Services) 
1. Salesperson works for client 
2. Loyalty (good faith) 
3. Confidentiality 
4. Full disclosure 
5. Obedience 
6. Accounting for all aspects of 
transaction 
7. Care, skill and diligence 
8. Advice 
9. Advocacy 
10. Relationship based on highest 
degree of trust and confidence 
1. Salesperson works with customer 
2. Good faith 
3. Honesty 
4. Disclosure of facts/property 
condition 
5. Good service 
6. Accounting for escrow funds 
7. Reasonable care, skill and diligence 
8. Information 
9. No advocacy 
10. Relationship based on ordinary 
degree of trust and confidence 
Source: Long, Deborah H. (1998) Doing the right thing: a real estate practitioner's guide to 
ethical decision making. Prentice Hall, p.65  
 
 
It is true that the agents should take all their responsibilities to their principals. 
Otherwise, fiduciary relationship between the principal and agent may be 
broken and so the right of the agent cannot be taken. For example, as the agent 
has a fiduciary duty to his principal to disclose all information in the agent’s 
possession relevant to the subject matter of the agency, a judge would decide 
against the award of a commission to a broker who had failed to tell the seller 
that he has representing the buyer.21 
 
2.4 MALPRACTICES 
As mentioned before, agents have a duty to bring together sellers22 and 
buyers23 of a particular asset, and assists in negotiating an agreement between 
the parties in exchange for compensation. They should maintain no inventory 
of the asset, and are usually compensated by a fee charged to one of the 
                                                 
21 Ibid., p.69 
22 They are usually the principals. 
23 They are either the principals or the customers depending on whether it is the single-agency 
or dual-agency. 
17 
transacting parties.  
 
The agent should place the principal’s interests above those of all others, 
including the agent’s own self-interest24. The agent must be particularly 
sensitive to any possible conflicts of interest. Being the principal’s interest as 
the largest, an agent may not disclose the principal’s condition to the third 
party. 
 
However, the real estate agents were blamed that they sometimes act as 
dealers to purchase property on their own behalf for investment purposes.25 
Some agents, act as a dealer, maintain an inventory and stand ready to sell 
those who wish to purchase, and buy from those who wish to sell. Dealer 
compensation is equal to the difference between the amount the dealer pays 
for an asset and the amount for which the dealer sells it. 
 
In addition, under the dual agency, conflict for protecting the interest of seller 
and buyer occurs by the agent. When the principal is the seller, the agent may 
not reveal the principal’s willingness to accept less than the listing price or his 
anxiousness to sell unless the principal has authorized the disclosure. On the 
other hand, if the principal is the buyer, the agent may not disclose that the 
buyer will pay more than the offered price if necessary or that the buyer is 
under a tight moving schedule or any other fact that might harm the principal’s 
bargaining position. On contrary, the agent for the buyer should disclose 
                                                 
24 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, 
p.36 
25 Larsen, James E. (2003) Real Estate Principles and Practices. Wiley, p.137 
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information about how long a property has been listed or why the owner is 
selling that would affect the buyer’s ability to negotiate the lowest purchase 
price possible.  
 
In the other situation, conflicts of interest may occur as well when two 
salespersons from the same real estate company may end up representing 
opposite sides in a property sale26. Since a designated agent is the only agent 
in the company who has a fiduciary responsibility toward the principle. When 
one salesperson in the company is a designated agent, the others in the same 
company are free to act as agents for the other party in a transaction. Under the 
close relationship between the colleagues, confidential information related to 
their principal may be exchanged. 
 
The Working Group on Regulation of Estate Agents27 has also mentioned that 
malpractices in property transactions involving estate agents are usually 
committed through the following 5 means:-  
 
a) Engagement of confirmors  
b) Double agency  
c) Illegal commissions  
d) Misrepresentation  
e) Unfair Inspection Forms and PSPA  
 
                                                 
26 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, 
p.40 
27 It was set up by the Government in November 1993 
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In fact, in dual agency, the agent can represent two principals in the same 
transaction28. However, ethical questions may arise since dual agency requires 
equal loyalty to two separate principals at the same time. Being the agent of 
the buyer, the agent’s duty is to locate real property meeting the buyer’s 
requirements at the lowest possible price. At the same time, the agent’s duty to 
the seller is to sell the property at the highest possible price. It is questionable 
whether a real estate agent can fulfill both of these duties under the dual 
agency.  
 
To reduce the uncertainty, dual agency may be permitted only if the buyer and 
seller are informed and consent to the agent’s representation of both in the 
same transaction.29 Although the possibility of conflict of interest still exists, 
disclosure is intended to minimize the risk for the agent by ensuring that both 
principals are aware of the effect of dual agency on their respective interests.  
 
On the other hand, non-agent30 who is an intermediary between a buyer and 
seller is suggested to solve problem caused by the dual agent. It also refers to 
as a facilitator, transactional broker, transactional coordinator, mediators or 
contract broker. Real estate practitioner represents neither the buyer nor the 
seller. The real estate practitioner brings the parties together and acts as a 
conduit through which offers and information are passed back and forth. He 
does not have a fiduciary relationship with buyers or sellers. He will not offer 
                                                 
28 Galaty, F.W. , Allaway, W. J. , Kyle, R.C., Sterling, J.B. and Consulting Editor (1999) 
Modern Real Estate Practice in Illinois. Chicago, IL: Dearborn Real Estate Education, 
p.42 
29 Ibid. 
30 Ibid., p.44 & Long, Deborah H. (1998) Doing the right thing: a real estate practitioner's 
guide to ethical decision making. Prentice Hall, p.67 
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advice to either party. 
 
However, Cho31 opposes the non-agent system as the transaction process will 
be inefficient without the professional advice, especially on the pricing issue. 
 
2.5 LICENSE SYSTEM 
The Estate Agents Ordinance32 provides for the establishment of the Estate 
Agents Authority and defines its functions for (1) the licensing of estate agents 
and certain salespersons; (2) the regulation of estate agency work; and (3) 
certain agency agreement.   
 
It is agreed to have license system for the estate agents because additional 
protection can be given to the consumer with a corresponding reduction of 
opportunity to the estate agent to make dishonest profits.33 
 
However, it is argued that licensing may not suitable for all occupation.34 It is 
because the combination of Certification System35 and Registration System36 
would achieve the same results of the Licensing System. Therefore, certain 
occupations should be licensed only if the three rationales relating to public 
                                                 
31 Cho, Tommy (2006) Committee of The Estate Agents Authority from 1998 to 2004. 
interviewed by author, Hong Kong, 18 December 2006. 
32 Chapter 511 of Hong Kong Special Administrative Region Ordinance 
33 Ho, Betty M. (1991) Hong Kong Agency Law, Hong Kong: Butterworths, p.522 
34 - Moore, T. (1961) The Purpose of Licensing, in: Ogus, A.I. and Veljanovski, C.G. (ed.) 
Readings in the Economics of Law and Regulation. Oxford University Press, p267-275; 
- Friedman, M. (1962) Capitalism and Freedom. Chicago: University of Chicago Press, 
p.144-149; 
- Kleiner, Morris M. (2006) Licensing Occupations: Ensuring Quality or Restricting 
Competition? W.E. Upjohn Institute for Employment Research, p. 53 
35 Certification is the process by which an individual is accredited with the necessary skills 
but which dies not prohibit others from practicing. 
36 Registration is the process by which simply provides an official list of those practicing but 
which does not stipulate any conditions which must be fulfilled. 
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welfare are achieved.37 They are including: (1) Lack of information and 
misinformation, (2) Society’s knowing better than the individual what is best 
for the individual, and (3) Social costs being higher than private costs. As a 
result, many of the occupations provide training programs to their new and 
continuing members that highlight the important benefits to the public of 
licensing their occupation.38 
 
However, another argument is addressed. It is true that licensed occupations 
are able to limit supply in response to market conditions through changing 
licensing statutes on through extending the required training program for entry 
or reducing the numbers who pass an entrance exam.39 It seems that licensing 
is used to protect the practitioners from competition rather than benefit to the 
public.  
 
It was observed that licensing boards reacted to changes in the consumer 
demand by changing administrative procedures through the pass rate for new 
entrants or by establishing residency requirements for persons coming from 
other states in order to protect the practitioners’ benefits.40 Because of the 
organization’s ability to reduce competition differentially when conditions are 
                                                 
37 Moore, T. (1961) The Purpose of Licensing, in: Ogus, A.I. and Veljanovski, C.G. (ed.) 
Readings in the Economics of Law and Regulation. Oxford University Press, p267 
38 Benham, Lee. (1980) The Demand for Occupational Licensure, in: Simon Rottenberg, (ed.) 
Occupational Licensure and Regulation. Washington, DC: American Enterprise Institute 
for Public Policy Research, p.13-25. 
39  Kleiner, Morris M. (2006) Licensing Occupations: Ensuring Quality or Restricting 
Competition? W.E. Upjohn Institute for Employment Research, p.44 
40 -Kleiner, Morris M. (1990) Are There Economic Rents for More Restrictive Occupational 
Licensing Practices?, in: Madison, W.I. (ed.) Industrial Relations Research Association 
Proceedings. Industrial Relations Research Association, p.177-185; 
   -Maurizi, Alex R. (1974) Occupational Licensing and the Public Interest, Journal of 
Political Economy, 82(2), 399-413 
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bad41, it is blamed that licensing is used as a tool to protect the practitioners’ 
benefit through providing some hedge against downside risks.  
 
Due to the potential benefits of higher pay & job security, it is not unusual for 
people in occupations to demand licensing law and to regulate their works.42 
Individuals who want to enter an occupation must exhibit the resiliency of the 
potential shame costs of the stigma of failing an exam and the self-sacrifice of 
schooling, time spent studying for and taking licensing exams, residency 
requirements and oaths of loyalty and honesty.43 Such an entrance fee can best 
be regarded as an investment from which the entrant expects a return.44 When 
the cost of entry rises, income must rise in the occupation. Therefore, the 
return depends on how easily the regulations can be avoided. The more easily 
unlicensed persons can compete, the smaller the return to the licensed 
practitioners. 
 
Although license system is likely to ensure the reasonable return to licensed 
practitioners through the control on entry, it can also ensure the quality of 
practitioners. Having the pass rate is reduced or the educational requirements 
are increased, the mean quality of practitioners in the occupation is increased 
because practitioners must spend additional time learning occupation-related 
skills. 
                                                 
41 Wheelan, Charles J. (1999) Politics or Public Interest? An Empirical Examination of 
Occupational Licensure. Chicago: University of Chicago, p. 44 
42  Kleiner, Morris M. (2006) Licensing Occupations: Ensuring Quality or Restricting 
Competition? W.E. Upjohn Institute for Employment Research, p.46 
43 Kandel, E. and Lazear,E. (1992) Peer Pressure and Partnerships, Journal of Political 
Economy, 100(4), 801-817. 
44 Moore, T. (1961) The Purpose of Licensing, in: Ogus, A.I. and Veljanovski, C.G. (ed.) 
Readings in the Economics of Law and Regulation. Oxford University Press, p.272 
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However, there is little to no published research on the relationship between 
performance on the licensing exam and an individual’s ability to perform on 
the job.45 It means that having a good performance on the licensing exam 
does not imply that practitioners will not malpractices. Therefore, the 
suitability of license system for the estate agents and its efficiency are 
questionable.   
 
 
 
                                                 
45  Kleiner, Morris M. (2006) Licensing Occupations: Ensuring Quality or Restricting  
Competition? W.E. Upjohn Institute for Employment Research, p.52 
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CHAPTER 3 
TRADITIONAL PRACTICES & PROBLEMS  
OF ESTATE AGENCY IN HONG KONG 
 
3.1 INTRODUCTION 
Before the arrival of Estate Agents Ordinance in 1997, there was no specific 
legislation on regulation of estate agents. However, certain ordinances may 
affect estate agents. For example, the Misrepresentation Ordinance enables a 
person to claim damages against an agent for misrepresentation. Also, under 
the Legal Practitioners Ordinance, a solicitor is prohibited from sharing fees 
with any person who is not a qualified solicitor, thereby preventing an agent 
from obtaining a commission for referring a transaction to a solicitor.  
 
Although the Misrepresentation Ordinance and Legal Practitioners Ordinance 
can regulate the estate agents practices, complaints on the estate agency trade 
are still common. It seems that these 2 ordinances are not sufficient to control 
the estate agents malpractices and protect the customer’s benefit. 
 
To have a deeper understanding on the estate agency trade, in this chapter, the 
conveyance procedure will be introduced first in order to understand the duties 
of estate agents in a property transaction and their potential means to cheats. 
The past situation of estate agency trade will also be investigated so that the 
traditional practices and the potential problems of estate agency in Hong Kong 
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can be identified. 
 
3.2 CONVEYANCE PROCEDURE 
Estate agency in Hong Kong is a platform for the property transaction. Estate 
agents are middleman to bring together sellers and prospective purchasers, 
lessors and prospective tenants. They accompany their clients to visit target 
flats and mediate between the two principal parties in price negotiations.  
 
Where an agreement is reached, an agent prepares a Provisional Sale and 
Purchase Agreement (PSPA) to be signed by the seller and purchaser. The 
contents of PSPA are including the date of provisional agreement, names and 
identity card numbers of the parties, property address and the price, payment 
method, agreed date for signing the formal agreement, the amount of deposit, 
the provisional deposit paid, the parties’ responsibility and liability, list of 
items transferred with the property, etc. The purchaser needs to pay the seller 
for the provisional deposit when signing the PSPA. The estate agent is paid a 
commission for his service. 
 
Both the seller and purchaser should appoint the respective solicitors for legal 
documentation. The PSPA will be passed to the solicitor of the seller for 
drafting the formal Sale & Purchase Agreement. After the negotiation and 
amendment, the formal agreement will be prepared and sent to the purchaser’s 
solicitor for signing first. The remaining deposit, usually 10% of the property 
price, will then be sent together with this signed formal agreement to the 
seller’s solicitor. After the seller signs this formal agreement, this agreement 
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will return to the purchaser’s solicitor for drafting the Assignment of the 
property.  
 
If the purchaser needs to borrow money for the property transaction, he should 
make an application for the mortgage after signing the formal agreement. The 
banker will deposit the loan to the purchaser’s solicitor account and prepare 
the mortgage agreement to be signed by the purchaser.  
 
The Assignment of the property will be signed and then sent to seller’s 
solicitor with the remaining purchasing price. The seller’s solicitor will give 
the property’s keys, signed assignment and property lease in return. The 
purchaser’s solicitor should make an arrangement for property register. The 
transaction is completed. 
 
As mentioned before, if there is a mortgage, the property lease will be kept by 
the bank until the all the debt is repaid. Otherwise, it will be kept by the 
purchaser.   
 
The flow chat of the conveyance procedures is shown as follows: 
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Source: Information extracted from the web-site of S.W. Wong & Associates 
(http://www.legalservice.com.hk) 
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Figure 3.1: Conveyance Procedures for Property 
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3.3 DUTIES OF ESTATE AGENTS 
In most instances, an estate agent in Hong Kong serves as an agent for the 
seller as well as the prospective purchaser in a property transaction. During the 
conveyance process, estate agents carry out a number of tasks in relation to 
their clients (i.e. the seller and purchaser) as set out below46: 
 
(a) Seek out properties for sale and establish connections with sellers who 
agree to list their properties through the agents' firms;  
(b) Advertise sellers' properties including their key features such as 
description of the property, floor area and asking price;  
(c) Verify or find out the salient features and ownership status of the 
properties through preliminary on-the-spot surveys and counter-checking 
at the Land Registry;  
(d) Explain to clients the range of services provided by the agencies;  
(e) Present information of the property to prospective purchasers and answer 
their enquiries; 
(f) Discuss with and understand the needs of prospective purchasers and 
introduce a short-list of suitable properties to the latter;  
(g) Make appointments with sellers for inspection of the properties, 
accompany prospective purchasers to inspect the properties and request 
them to sign Inspection Forms after explaining the terms therein;  
(h) Mediate in the negotiation process between sellers and prospective 
purchasers with a view to facilitating transactions between them;  
                                                 
46 Hong Kong Government Planning, Environment and Lands Branch (1994) Report of the 
Working Group on the Regulation of Estate Agents in Hong Kong. Hong Kong: Hong 
Kong Government Printer, August, p.23-24 
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(i) Arrange sellers and purchasers to sign proforma PSPA after filling in 
details such as the agreed transaction prices, dates of signing the formal 
Agreement for Sale and Purchase, accessories like furniture and 
appliances to be assigned with the property, etc;  
(j) Settle or follow up disputes arising from revocation of PSPAs according 
to the terms set out therein;  
(k) Facilitate clients in passing, e.g. by fax, the PSPA to their solicitors; and  
(l) Follow up miscellaneous requests and queries of purchasers and sellers 
until acquisition of legal title to property and occupation by the 
purchaser.  
 
3.4 TRADITIONAL PRACTICES OF ESTATE AGENTS 
The duties of the estate agents during the conveyance process have been 
discussed above. As clients mainly rely on the information provided by their 
estate agent, estate agents can cheat their clients simply by providing some 
misleading information or concealing the fact to their clients under the dual 
agency. With the absence of regulation and control, estate agents may be 
induced to act dishonestly and unethically in order to speed up the completion 
of property transaction and get the commission in return.  
 
Before the establishment of the Estate Agents Ordinance, people having 
complaints on malpractice of estate agents could report to 2 government 
bodies. They are namely Consumer Council and the Independent Commission 
Against Corruption (ICAC).  
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From 1990 to 1999, the Consumer Council has received over 1850 complaints 
on estate agency trade. With reference to the appendix 1, the number of 
complaints in 1991 and 1997 are increased by 115.7% and 122.2% 
respectively.  
 
Figure 3.2: Total Number of Complaints Received by  
the Consumer Council on Estate Agency Trade in Hong Kong (1990-1999) 
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However, as the Estate Agents Authority was established in 1998, part of the 
works and cases of the Council related to estate agency were referred to the 
Estate Agents Authority. Therefore, the number of complaints on estate agency 
to the Council in 1999 was decreased from 305 to 83 sharply. (Figure 3.2) 
 
The types of complaints received by the Consumer Council on estate agency 
trade can be categorized into sales practices, late/non-delivery, charges dispute, 
quality of services and others47. Averagely 72% of complaints on estate agency 
trade concentrate on sales practices between 1990 and 1999 which is shown 
                                                 
47 See appendix 2 
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below. (Figure 3.3)   
 
Figure 3.3: Types of Complaints Received by Consumer Council  
on Estate Agency Trade in Hong Kong (1990-1999) 
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In fact, Consumer Council did not have legal power to punish the estate 
agencies with malpractice directly. Consumer Council could only name the 
estate agencies which were found continually indulge in unethical trade 
practices. The purpose of such action was to blame those black sheep of the 
agencies and avoid other customers to be cheated. However, the effectiveness 
of such arrangement to control the estate agents conduct and protect the 
consumer is low. 
 
For the ICAC, over 700 complaints on estate agency trade has been received. 
With reference to the appendix 3, the number of complaints in 1993 and 1996 
are increased by 117.9% and 90.2% respectively.  
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Figure 3.4: Total Number of Corruption Reports From ICAC  
on Real Estate Agency in Hong Kong (1990-1997) 
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The corruption reports can also be categorized into 7 types. They are 
unauthorized commission, misrepresentation of price of property, corruption 
involving estate agencies and staff of property developers, corruption 
involving estate agencies and staff of solicitors firms, corruption involving 
estate agencies and bank staff, corruption involving estate agencies and 
management officers and others. The main type of corruption is about the 
unauthorized commission, averagely 48% of the total corruption reports on the 
real estate agency between 1990 and 1995. The figures of complaints to ICAC 
from 1990 to 1995 are shown in Appendix 4 for reference. 
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Figure 3.5: Types of Corruption Reports on Estate Agency Trade 
in Hong Kong (1990-1995) 
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3.5 ESTATE AGENCY PROBLEMS 
With reference to the past records of estate agency trade mentioned above, the 
estate agency problems which are commonly breached in Hong Kong will be 
discussed in detail in terms of making secret profits, providing wrong 
information for advertisement and transaction, corruption, misrepresentation 
under the lack of professional knowledge as well as argument on commission 
fee. 
 
3.5.1 Make Secret Profits 
In the past, it was a common phenomenon that estate agent was represent both 
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buyer and seller. Under this circumstance, the estate agent could earn double 
commissions from two parties48. Also, the benefits of both the buyer and seller 
are not protected as the estate agents have a conflict of interest49. 
 
Under the dual agency, an estate agent has a business opportunity as he has 
advance information about the property market price and the property 
conditions. Also, since the estate agent is on behalf of both the seller and 
purchaser, he is a representative of both seller and purchaser for price 
negotiation. Due to his responsibility, it is not unreasonable for the estate 
agents to know the lower selling price of his seller and the higher buying price 
of the purchaser. Because of his advanced position, he can introduce a 
confirmer who purchases a property with a view to re-selling it for a profit 
before the completion of the transaction.50 By purchase the property at the 
minimum price from the seller and re-sell it at the maximum price to the buyer, 
the confirmer can then earn the money of the price difference. 
 
In other situation, estate agents can make secrete profit by silence. As estate 
agents are sensitivity to the fluctuating market price, they can recognize the 
change of property market price. Instead of advising the seller to revise the 
price, they would buy the property for themselves, concealing their 
involvement in both cases.51  
                                                 
48  Estate Agents Authority (2002) Case 34 - Submit Offers as Instructed, Disclose 
Commission as Stipulated, in: The Freshman. Hong Kong: The Estate Agents Authority.  
49 Ibid. 
50 Estate Agents Authority (2002) Case 14 – Agent should Disclose Interest to Secure Public 
Confidence, in: The Freshman. Hong Kong: The Estate Agents Authority. 
51 Estate Agents Authority (2006) In Breach of Trust, an Agent Failed to Disclose her 
Relationship with the Purchaser, in: Inquiry Hearing Cases – A Selection II. Hong Kong: 
The Estate Agents Authority. 
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In some cases, estate agents may create an opportunity for themselves to 
purchase properties which are below the market price in order to make secrete 
profit. Some estate agents may deliberately keep a property off the market 
until the seller in desperation lowers the price. At this time the estate agent 
steps in to buy the property either concealing their involvement or introducing 
a confirmer. 
 
3.5.2 Provide Wrong Information for Advertisement and Transaction 
As advertisement is a good tool to spread the information of the property 
market to the public and is able to attract the potential tenants/ purchasers’ 
interesting on the properties, many estate agencies like to advertise some 
properties which are waiting for rent/ sale in the newspapers, leaflets as well 
as displace windows of the shops. 
 
In order to attract more consumers’ attention, some estate agents would 
provide some false, exaggerated or fake advertisements relating to properties 
which were non-existent or no longer available in the market. Such practices 
of estate agents would affect the free property market as they created an 
artificial picture of the property market. 52  When consumers who were 
attracted by the advertisement made enquiry of such properties, they might be 
annoyed with estate agents for their promotion of other properties.  
 
 
                                                 
52  Estate Agents Authority (1998) Proposed Licensing Requirements and Practising 
Regulations for the Estate Agency Trade, Hong Kong: The Estate Agents Authority, May, 
p.17 
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In other situation, it is true that consumers may not know the details of the 
properties, what information they get about the properties is based on the 
material that estate agents said/ provided. However, without written document, 
it is difficult to prove that all the information said by the estate agents is true. 
They may puff to facilitate the transaction. Prospective purchasers may be 
induced to make an unintended decision on the transaction. Therefore, without 
holding any responsibilities, estate agents may exaggerate the size or 
understate the age of the properties.53 Even worst, some estate agents may 
provide inaccurate information about ownership, user restrictions and conceal 
some pertinent information such as orders requiring the demolition of illegal 
structures.54 Such behaviours may lead to substantial financial loss to the 
involved parties and further loss in time and money if it is resolved in court.  
 
3.5.3 Corruption 
In order to sell the property efficiently, the estate agency will usually advertise 
some properties for promotion. Since it is impossible to advertise all the 
properties on hand, the estate agency needs to make a selection among the 
selling/leasing properties. Basically, this service is free in charge for the seller 
on the advertisement. However, the seller may be forced to pay ‘tea money’ to 
the estate agent in order to ensure referrals.55 
 
As the conveyance process not only involves the estate agent but also the 
bankers and lawyers, there is a risk for the corruption. Estate agents will take 
commissions from banks and law firms for referring the purchaser to them for 
                                                 
53 Ibid., p.18 
54 Ibid. 
55 Ho, Betty M. (1991) Hong Kong Agency Law, Hong Kong: Butterworths, p.503 
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loans and legal services without the principals’ approval.56 
 
In the past, there is no standard form of estate agency agreement for purchase 
of residential properties which is signed between the estate agent and a 
purchaser. In some cases, purchasers are cheated to accept some unreasonable 
conditions before viewing the premises57 e.g. requiring the interested party to 
agree on the price or even requiring the interested party to sign the provisional 
agreement and to pay the deposit before viewing the premises. 
 
3.5.4 Misrepresentation under Lack of Professional Knowledge 
Before the establishment of Estate Agents Ordinance, there were no specified 
requirements for people to do the estate agent’s work. Anybody could act as an 
estate agent to complete the property transactions by bringing a seller and a 
purchaser together into a contract. When the transaction was completed, such 
agent could receive an appreciable commission. Under such attractive income, 
many people would like to be estate agents as their part-time jobs. However, 
as they were lack of knowledge on the property market aspect, the property 
market was rife with many arguments and misrepresentations. 
 
In the past, many part-time estate agents were innocent. They might not have 
knowledge on the procedure of the property conveyance. 58  It was not 
uncommon that the estate agents did not provide a land search for confirming 
                                                 
56 ICAC Confirms 30 Arrests over Property Kickbacks. The Standard, 19th October 2006.  
57 Ho, Betty M. (1991) Hong Kong Agency Law, Hong Kong: Butterworths, p.504 
58 Property owners liked to give their property’s key to the security guard of their building 
and employed him to be their agent who was responsible to accompany prospective 
purchasers to inspect their properties in that building. 
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the properties’ information before signing agreement.59  They may make 
misdescription of premises by giving the buyers all the information provided 
by the sellers without proving60. Such careless behaviour could cause trouble 
on the property transaction. Under this circumstance, buyers needed to take a 
risk with these unreliable estate agents. 
 
On the other hands, the vendors may suffer from the property price as well. As 
some estate agents were not professional and familiar with the property market 
trend, they could not provide some accurate analysis and suggestion for the 
adjustment of the property price. Therefore, the vendors may earn less for the 
selling of the property or may have difficulty to sell the property with higher 
pricing than market price.  
 
3.5.5 Argument on Commission Fee 
Commission fee is the charge that the principal given to the estate agents when 
the transaction is completed. Before the completion of the transaction, it 
involves many expenses e.g. advertisements, documentation, land search, etc. 
All these services are free in charge for the principal but these costs are paid 
by the estate agency. The only way to get back those expenses and earn the 
profit is through completing the transaction with the commission. Therefore, 
to facilitate a transaction, estate agents gain either the whole commission or 
none.61  
                                                 
59 Estate Agents Authority (2002) Case 45 – Whether Renting or Buying, Land Search is 
Indispensable, in: The Freshman. Hong Kong: The Estate Agents Authority. 
60 Estate Agents Authority (2002) Case 46 – The Area of a Property is Important and must be 
Verified, in: The Freshman. Hong Kong: The Estate Agents Authority. 
61 Cho, Tommy (2006). Committee of The Estate Agents Authority from 1998 to 2004. 
interviewed by author, Hong Kong, 18 December 2006. 
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However, some principals may want to avoid the payment of commission by 
terminating the agent’s authority and then directly selling to the party 
introduced by the agent, whether on the same62 or different63 terms. Under 
this circumstance, it is unfair to the estate agents with zero return. As a result, 
many arguments on commission fee may happen frequently. In order to get 
back the commission fee, estate agents need to prove their effort on such 
transactions. The main difficulty is that there may be lack of written records 
for purchasers’ inspections64 or without signing an estate agency agreement65 
to protect the agents’ right.  
 
In other situation, the rate or amount of commission may still not be confirmed 
at the beginning which is subject to the contract66. During the process, the rate 
or amount of commission may be changed orally by the principal.67 It is 
common problem to cause dispute on such commission. The principal may 
refuse to sign the contract, simply because he has changed his mind68 for the 
sale/ rent or has received a better offer69 from other purchasers or was unable 
to proceed further70 without holding estate title.  
 
                                                 
62 Green v Bartlett [1863] 14 CB (NS) 682; George Dundas Realty Ltd v Cash [1975] 59 
DLR (3d) 605 
63 Rooke v Lillicroft [1974] 48 DLR (3d) 204  
64 Estate Agents Authority (2002) Case 35 – Liability for Commission should be Resolved 
before Collection Action, in: The Freshman. Hong Kong: The Estate Agents Authority. 
65 Agents may be employed by the principal orally.  
66 Ho, Betty M. (1991) Hong Kong Agency Law, Hong Kong: Butterworths, p.504 
67 Estate Agents Authority (2002) Case 20 – The Agent’s Commission should be Specified in 
Writing to Avoid Subsequent Disputes, in: The Freshman. Hong Kong: The Estate Agents 
Authority. 
68 Luxor (Eastbourne) Ltd v Cooper, ante, n 14; Murdoch Lownie, Ltd v Newman [1949] 2 
All EER 783; Bennett, Walden & Co v Wood [1950] 2 All ER 134 
69 McCallum v Hicks [1950] 2KB 271 
70 Youngblut v Herzog [1968] 66 DLR (2d) 200 
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3.6 CONCLUSION 
After reviewing the past situation of estate agency trade in Hong Kong, a 
series of estate agents problems are identified in the trade. Hence, there is an 
emergence of the Estate Agents Ordinance in 1997. In the next chapter, the 
content of Estate Agents Ordinance will be introduced which brings new era 
for the Hong Kong estate agency industry. The effectiveness of this ordinance 
for the controlling and solving the potential problems of estate agency will be 
analyzed as well.  
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CHAPTER 4 
THE LEGISLATIVE FRAMEWORK 
OF ESTATE AGENTS ORDINANCE 
 
4.1 INTRODUCTION 
According to the previous section, the malpractices of estate agents were so 
prevalent amongst the trade. To solve this unhealthy tendency, in November 
1993, Government set up a Working Group on Regulation of Estate Agents 
(“the working group”) to study the need for a regulatory system for estate 
agents in Hong Kong. As a result of the working group’s recommendations, 
Government introduced the Estate Agents Bill into the Legislative Council on 
17 November 1995. The Bill aims at legislating for the formation of an Estate 
Agents Authority, the licensing and regulation of estate agents. Under the Bill, 
the proposed Estate Agents Authority shall be empowered to regulate a 
licensed estate agent’s advertisement to ensure its accuracy and compliance 
with client’s instructions. 
 
The original Bill with some amendments was eventually enacted by the 
Legislative Council on 21 May 1997. One major amendment was to remove 
the criminal sanctions originally proposed for estate agents who supply false 
or misleading property particulars71 in relation to properties which they have 
                                                 
71  These property particulars are current ownership, floor area, age of property, user 
restriction, unexpired term of the land lease, structural alterations and repairs or 
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executed an estate agency agreement. Estate agents who supply false or 
misleading property particulars will, however, still be liable to disciplinary 
sanction such as suspension and revocation of licenses under the license 
system. Criminal sanctions would be applied only for serious offences e.g. 
giving false information in order to obtain a license. 
 
4.2 THE CONTENTS OF ESTATE AGENTS ORDINANCE 
Estate Agents Ordinance was established in 1997 to control and manage the 
estate agency. Under the Estate Agents Ordinance, there are 5 subsidiary 
legislations. Each of them has its particular purpose for the supplementary of 
the Estate Agents Ordinance. They are listed out in the following table. 
 
                                                                                                                                
improvements which are mentioned in s.36 of Estate Agents Ordinance. 
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Table 4.1: Estate Agents Ordinance 
 
Estate Agents Ordinance (Cap. 511) 
Cap 511A  Estate Agents (Licensing) Regulation 
 
Purpose: to lay down the rules and requirements for the 
licensing of estate agents. 
 
Cap 511B Estate Agents (Exemption from Licensing) Order 
 
Purpose: to give exemption for estate agents and 
salespersons dealing exclusively with properties 
outside Hong Kong. 
 
Cap 511C Estate Agents (General Duties and Hong Kong Residential 
Properties) Regulation 
 
Purpose: to provide a modus operandi for estate agency 
practice. 
 
Cap 511D Estate Agents (Determination of Commission Disputes) 
Regulation 
 
Purpose: to provide an efficient mechanism for solving 
commission disputes 
Cap 511E Estate Agents (Registration of Determination and Appeal) 
Regulation 
 
Purpose: to lay down the rules and requirements for 
appealing the determination of commission 
 
Source: Information extracted from the web-site of Bilingual Laws Information System 
(http://www.legislation.gov.hk/eng/home.htm) 
 
For the Estate Agents Ordinance, there are mainly 6 aspects to control and 
regulate the estate agents trade. They are including the formation of statutory 
authority, implementation of licensing system, application of the standard 
form of agreement, rules of advertisement, dispute on commission and 
penalties of breach of ordinance. 
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In order to understand the rationale of the Estate Agents Ordinance and its 
effectiveness for the government to solve the estate agency problems72, the 
contents of the Estate Agents Ordinance will be examined deeply in this 
section. The aim and necessity of such provisions will also be criticized. 
 
4.2.1 FORMATION OF ESTATE AGENTS AUTHORITY 
According to the Schedule of the Estate Agents Ordinance (Cap.511), the 
Estate Agents Authority is formed as a self-financing statutory body to 
regulate the estate agents. The membership of the Authority includes 1 
Chairman, 1 Vice-chairman and 18 Ordinary Members73. All members of the 
Authority are to be appointed by the Chief Executive of the HKSAR with 
restricted requirements listed below: 
                                                 
72 The estate agency problems have been discussed in Chapter 3 of this dissertation.  
73 According to the Schedule of Estate Agents Ordinance, "ordinary member" means any 
member of the Authority who is neither the Chairman nor the Vice-chairman. At all times, 
1 of the ordinary members shall be a public officer. 
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Table 4.2: Composition of Ordinary Members of 
the Estate Agents Authority 
 
 Requirement No. of members 
Chairman 1. Should not be public officers
2. Should not be individuals 
doing estate agency work 
 
1 
Vice-Chairman 1. Should not be public officers
2. Should not be individuals 
doing estate agency work 
 
1 
Category A 
Individuals who are 
1. doing estate agency work 
 
Comprise equal 
numbers of 
individuals from 
Category B as far as 
possible 
 
Category B 
Individuals who 
1. are in related fields 
2. have knowledge of estate 
agency work 
 
Comprise equal 
numbers of 
individuals from 
Category A as far as 
possible 
Ordinary 
Member 
Category C 
Individuals who are not involved 
in 
1. the estate agency trade 
2. related fields  
but are suitable for appointment 
 
Constitute not less 
than 9 
Source: Hong Kong Government Secretariat, Housing Bureau (1997). An Introduction of the 
Estate Agents Authority and Estate Agents Ordinance. Hong Kong: Hong Kong Government 
Printer, August.  
 
 
The majority of the membership of Estate Agents Authority is not involved in 
the estate agency work. It is reasonable to avoid the conflict between the 
supervisor and the practitioners. 
 
As the regulation system of estate agents is implemented through the Estate 
Agents Authority, it is necessary to state the function of the Authority clearly 
so that the scope of work of the Estate Agents Authority can be defined 
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without challenge by practitioners. The functions of the Authority under the 
Estate Agents Ordinance are- 
 
1. to regulate and control the practice of estate agents and salespersons 
to ensure compliance with the provisions of the Ordinance74; 
2. to promote integrity and competence as well as enhance the status of, 
estate agents and salespersons75;  
3. to liaise with educational institutions and training bodies for the 
purposes of providing training courses to ensure competency and 
establish standards of conduct76.  
4. to determine licensing requirements and process applications for 
licenses77.  
5. to conduct investigations or inquiries, upon receipt of complaints or 
on its own initiative, on suspected breaches of the requirements of the 
ordinance 
6. to take disciplinary action against breaches78 
7. to draw up practicing guidelines and prescribe other regulations and 
rules pursuant to the Ordinance79. 
8. to settle disputes relating to commission80. 
 
 
 
                                                 
74 s.5(a) of Estate Agents Ordinance 
75 s.5(b) of Estate Agents Ordinance 
76 s.5(c) of Estate Agents Ordinance 
77 s.18-27 of Estate Agents Ordinance 
78 s.28-29 of Estate Agents Ordinance 
79 s.30 of Estate Agents Ordinance 
80 s.49 of Estate Agents Ordinance 
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To achieve its functions, powers of the Authority are also given by the Estate 
Agents Ordinance. They are summarized as follows: 
 
(a) make regulations81 about:  
(i) licensing requirements;  
(ii) exemption of certain organizations and classes of persons from 
licensing;  
(iii) rules of conduct and practice for estate agents and salespersons;  
(iv) penalties for breach of rules of conduct and practice   
(b) issue license to estate agents and salespersons;  
(c) prescribe fees for the issue and renewal of licenses and for services it 
provides;  
(d) prescribe standard forms, agreements and documents to be used by 
agents and salespersons;  
(e) inquire or appoint somebody to inquire into alleged breach of legal 
obligations and rules of conduct and practice by an agent or 
salesperson, institute disciplinary proceedings and impose any of the 
specified penalties (the inquiry power should include power to 
require an estate agent to provide information and records related to 
the case under investigation);  
(f) delegate powers to a committee or an officer of the authority; and  
(g) review evidence and make a judgment on the reasonable amount of 
commissions and fees in response to an application by a party to a 
dispute between an agent and his client.  
                                                 
81 s.56 of Estate Agents Ordinance 
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The degree of the Authority’s power delegated by the Estate Agents Ordinance 
is reasonable. The power is sufficient enough for the Estate Agents Authority 
to perform its duties smoothly without restriction.82 
 
To execute the power of the Estate Agents Authority, on 1 January 2002, the 
Estate Agents Authority issued the Code of Ethics. The aims of Code of Ethics 
are to provide general guidance on good business practice and emphasize 
more on estate agent’s moral standard rather than legal obligations. There are 
7 broad principles to guide practitioners in their daily work listed as follows: 
 
1. Compliance with the law  
2. Good understanding of related legislation and requirements 
3. Professional knowledge and competence required 
4. Ethical and moral standard during practice and responsibilities 
5. Exercising due diligence 
6. Minimizing any conflict of interest situations 
7. Relationship between agents and ethical standards to observed in 
conducting the estate agency business. 
 
Although this code is not statutory, licensees who are failure to observe and 
comply with it may be considered as not “being fit and proper” persons to hold 
licenses under the Estate Agents Ordinance. As a result, it may affect the 
licensees’ eligibility to be granted or to hold or continue to hold their licenses. 
                                                 
82 Law, Connie (2006). Manager (Corporate Communications) of Estate Agents Authority. 
interviewed by author, Hong Kong, 22 December 2006.  
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Disciplinary action may also be taken against them.  
 
In addition, the Estate Agents Authority regularly reviews current practices of 
the estate agency trade and issues some Practice Directions and Practice 
Circulars from time to time. It is more flexible for the Estate Agents Authority 
to update their regulation for controlling the practitioners as the estate agency 
issues are changed by time. Similar to the Code of Ethics, these documents are 
also not statutory but the Estate Agents Authority will take into account any 
breaches of such rules/instructions when considering whether a person is “fit 
and proper” to hold a license.  
 
4.2.2 LICENSE SYSTEM 
Before the legislation of licensing system, people who are interested in estate 
agency work can develop their career in this field either to be an employee or 
a boss of an agency firm. However, a licensing regime for the estate agency 
trade has come into effect since 1 January 1999. It restricts the new entrants 
with minimum requirement. An individual (including estate agents & 
salespersons) and a company carrying on estate agency work in Hong Kong 
must hold a valid license. It is an offence to practice estate agency work 
without a license issued by the Estate Agents Authority (EAA). 
 
License can be divided into two types. They are the Salesperson’s License and 
the Estate Agent’s License. The Estate Agent’s License is sub-divided into 2 
types for Individual and Company.  
 
50 
The difference between the two licenses for individuals is that an individual 
holding a Salesperson's License may only perform estate agency work as an 
employee of a holder of an Estate Agent (Individual) License or Estate Agent 
(Company) License.83 On the other hand, a licensed estate may perform estate 
agency work in the capacity of an employee, a manager, a sole proprietor, a 
partner or a director of a licensed estate agent.84 The aim of providing 2 types 
of individual licenses is to ensure the estate agents have sufficient 
qualification for the certain positions. As the requirement for estate agent is 
much higher than that for salesperson, it is necessary to separate the license for 
the individual into 2 types. Otherwise, the license standard for the salesperson 
may be too high or that for the estate agent may be too low causing inefficient 
control on their qualification. 
 
There is exemption from the licensing requirements for a person/company 
who deals exclusively with properties outsides Hong Kong subject to the 
condition that he states in his trade documents and advertisements that he is 
not licensed to deal with properties situated in Hong Kong.85 The reason for 
such exemption provision is that it is out of the scope of the Estate Agents 
Authority power to monitor the properties transaction outside Hong Kong. 
Therefore, there is a necessity of such provision to clarify the exemption from 
licensing.  
                                                 
83 Section 16 of Estate Agents Ordinance 
84 Section 15,16,20 and 38 of Estate Agents Ordinance 
85 Section 2 of Exemption Order 
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On the other hand, to be eligible for an Estate Agent’s or Salesperson’s license 
to deal with properties inside Hong Kong, an individual must: 
  
1. be at least 18 years old; 
2. fulfill the “fit and proper” requirement;86 
3. have completed F.5 or its equivalent; and 
4. have passed the relevant qualifying examination within 12 months 
immediately prior to the date of his/her application. 
 
Also, all licensed practitioners must observe and comply with the Estate 
Agents Ordinance and Practice Regulations87 as well as follow the Practice 
Directions and Practice Circulars issued by the Estate Agents Authority from 
time to time. Otherwise, their licenses are not able to renew after the expiry of 
the license. No application for a license is allowed within 12 months of the 
refusal or revocation of a license by the Estate Agents Authority 88.The aim of 
this provision is to restrict the unwanted people to be estate agents within a 
short period of time. 
 
In order to regulate the estate agents effectively, according to the Estate Agents 
Ordinance Section 40, a licensed estate agent should notify the Estate Agents 
                                                 
86 Factors to be considered include: 
- whether he is an undischarged bankrupt in the last 5 years before his application for 
licence; 
- whether he is mentally fit; 
- whether he has been convicted of any offence involving fraud, corruption or dishonest 
acts; 
- whether he has any conviction under the Estate Agents Ordinance in respect of which he 
has been sentenced to imprisonment; 
- whether he is disqualified under the Estate Agents Ordinance for holding an Estate 
Agent's Licence (Company) 
87 It was prescribed by the Estate Agents Authority and implemented from 1 July 1999 
88 s.25 of Estate Agents Ordinance; s.15 of Estate Agents (Licensing) Regulation 
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Authority within 31 days of a person becoming or ceasing to be a 
salesperson/manager/director/ partner. Such arrangement can help to update 
the estate agency firms’ and licensees’ record. It can ensure that no person is 
employed to practice estate agency work without a license or after the expiry 
of the license.  
 
4.2.3 DISCLOSURE INFORMATION (AGREEMENT) 
Regarding to the potential problems of estate agents in Hong Kong, the main 
factor causing those problems is the information concealment of related parties 
with interest. To reduce the chance of making secrete profit or corruption, all 
the relevant information are recommended to be disclosed. 
 
With reference to the Estate Agents Ordinance Section 36, it clearly stated that 
estate agents must disclose to a client full particulars of any pecuniary or other 
beneficial interest which they have in the property concerned. Also, when the 
estate agent acts both for the vendor and for the purchaser on a particular 
property, he must inform both of such clients that he is so acting and provide 
to either of such clients at the request of that client any information provided 
by the other client as regards the property concerned, unless he has been 
expressly instructed by that other client not to do so. The aim of such 
provision is to minimize the conflict of interest under the dual agency.  
 
In addition, to minimize argument between the estate agents and their clients, 
there is a need to disclose all the relevant information through the estate 
agency agreement at the beginning. But more important issue is who and how 
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to determine what kind of information for disclosure in the estate agency 
agreement. According to the Estate Agents Ordinance Section 46, it empowers 
the Estate Agents Authority, by making regulation, to prescribe particulars or 
other matters to be included in estate agency agreements in order to ensure 
that customers are made aware of (1) their rights and obligations, (2) the 
amount of commission or other fee payable by them under agreement, and (3) 
any other matters the Authority thinks that they are desirable for the customers 
to know.  
 
Due to this provision, standard documents are prescribed by the Estate Agents 
Authority in order to prevent the problem of inconsistent documents produced 
by different estate agents. There are totally 6 sets of standard documents for 
practitioners to use: 
 
Table 4.3: Six Sets of Standard Form Prescribed  
by the Estate Agents Authority 
 
 Title Function 
Form 1 Property Information Form In the sale and purchase of 
residential properties in HK 
Form 2 Leasing Information Form In the leasing of residential 
properties in HK 
Form 3 Estate Agency Agreement for 
Sale of Residential Properties in 
HK  
Between the Estate Agent 
and a Vendor 
Form 4 Estate Agency Agreement for 
Purchase of Residential 
Properties in HK 
Between the Estate Agent 
and a Purchaser 
Form 5 Estate Agency Agreement for 
Leasing of Residential Properties 
in HK 
Between the Estate Agent 
and a Landlord 
Form 6 Estate Agency Agreement for 
Leasing of Residential Properties 
in HK 
Between the Estate Agent 
and a Tenant 
Source: Practice, Download Area, Estate Agents Authority 
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To further protect the clients’ interest, Estate Agents Ordinance provides a 
right for clients to obtain the damage or remedy through legal proceedings if 
their agents are failure to disclose the required information causing the client’s 
loss.89 However, to be fair, the estate agents are also be protected by the 
Estate Agents Ordinance. It states that estate agents are not blamed if they can 
show that they have taken all reasonable steps and exercised all due diligence 
to avoid the failure.90  
 
4.2.4 RULES OF ADVERTISEMENT 
In the Chapter 3 of this dissertation, it was mentioned that some estate agents 
would provide some wrong information in the advertisements. To confront this 
problem, under the Estate Agents Ordinance Section 44, it empowers the 
Estate Agents Authority to set some regulations on the rules of advertisements.  
 
According to the Estate Agents Practice (General Duties and Hong Kong 
Residential Properties) Regulation Cap 511C Section 9, the estate agents are 
not allowed to include some statements or particulars which are false or 
misleading in advertisements e.g. they should not issue an advertisement of a 
residential property which is to be sublet without the advertisement expressly 
stating that the property is to be sublet. Also, they cannot issue any 
advertisements unless vendor’s prior agreement is obtained and such 
agreement is contained in an estate agency agreement. When they get the 
permission, they must not advertise a residential property at any price, rental 
or on terms different from that instructed by the vendor. 
                                                 
89 s.36 (4) of Estate Agents Ordinance 
90 s.36 (5bi) of Estate Agents Ordinance 
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In addition, with reference to the Circular No. 02-05 (CR), even if the agent 
has advertised the price instructed by the vendor but, in the same 
advertisement, he lists an uninstructed price, whether as "try price", 
"recommended price", "transaction price" or any amount derived from 
calculation under any pretence, the agent would be liable still the same. 
 
All the licensed estate agents have the liability to remove all advertisements 
issued by them as soon as is practicable, whichever is the earlier, after (a) the 
residential property concerned is no longer available for sale or purchase or 
leasing; or (b) the termination of the estate agency agreement concerned.  
 
Such rules of advertisements set by the Estate Agents Authority from time to 
time through the Circulation is more flexible to regulate the advertising 
problems as the tricky methods on advertisement is unpredictable. 
 
4.2.5 DISPUTE ON COMMISSION 
In the section 3.5.5 of this dissertation, the arguments on commission fee have 
been studied. To reduce the dispute on commission between the agents and 
clients, one of the methods is to sign a written estate agents agreement in 
relation to the commission and other fee between the clients and agents at the 
beginning. Having a contractual relationship between 2 parties, both parties’ 
interest can be protected. However, arguments on the commission or other fee 
are still presented at short intervals under different situation. In order to solve 
the dispute on commission more efficient, under the Estate Agents Ordinance 
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(Cap.511) Section 49, it provides a simpler, quicker and cheaper means to 
settle the dispute out of court.  
 
When there is a dispute between a licensed estate agent and his clients on the 
amount or the manner in which commission or other fee is to be calculated or 
is payable, they can refer the dispute to the Estate Agents Authority for 
determination. However, the amount of the commission or other fee in dispute 
should not exceed $300,000.91  Also, no party is allowed to have legal 
representation at the hearing92 in the purpose of simplifying the determination 
procedure and reducing costs.  
 
The Authority will appoint one of its officers as adjudicator for determining 
the dispute on behalf of the Authority.93 The adjudicator will determine all 
disputes in accordance with the terms of the estate agency agreement and any 
other agreement regarding commission or other fees and take into account the 
usages of the trade applicable to the transaction. 94  The service of an 
adjudicator in determining a dispute provided by the Authority will be charged 
in the amount of $2,000 or 10% of the total amount of commission and other 
fee in dispute whichever is the higher.95 Such cost will in principle be borne 
by the parties in equal shares.96  
 
In fact, the decision of the Estate Agents Authority is not the final decision. If 
                                                 
91 s.3 of Estate Agents (Determination of Commission Disputes) Regulation 
92 s.10 of Estate Agents (Determination of Commission Disputes) Regulation 
93 s.5 of Estate Agents (Determination of Commission Disputes) Regulation 
94 s.33 of Estate Agents (Determination of Commission Disputes) Regulation 
95 s.25 of Estate Agents (Determination of Commission Disputes) Regulation 
96 s.26 of Estate Agents (Determination of Commission Disputes) Regulation 
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either involved parties are not satisfied by the determination, appeal can be 
made to the District Court against such determination based on the Estate 
Agents Ordinance (Cap.511) Section 50. On the contrary, such determination 
by the Authority would become a judgment of the court and can be enforced 
after register at the District Court.97   
 
It is true that this dispute settlement scheme managed by the Estate Agents 
Authority is quite effective in term of time and cost. To ensure such scheme is 
enforceable, provisions related to such scheme are provided in the Estate 
Agents Ordinance which is statutory. Therefore, the necessity of such 
provisions should not be challenged.  
 
4.2.6 PENALTIES OF BREACH OF ORDINANCE 
As the Estate Agents Ordinance empowered the Estate Agents Authority to 
regulate the estate agents, any estate agents who breach the ordinance will be 
punished by the Estate Agents Authority. Under the Estate Agents Ordinance 
Cap.511 Section 30, the Estate Agents Authority can exercise its power to take 
the disciplinary actions including: 
 
 (i) Admonish or reprimand the licensee; 
(ii) Attach specified conditions to the license; 
(iii) Vary any condition already attached to such license; 
(iv) Suspend such license for a specified period not exceeding 2 years; 
(v) Revoke such license; 
                                                 
97 s.52 of Estate Agents Ordinance; s.4 of Estate Agents (Registration of Determination and 
Appeal) Regulation 
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(vi) Impose a fine of a specified amount not exceeding $300000; 
(vii) Make such order as it thinks fit with regard to the payment of costs. 
 
Before any power mentioned above is exercised by the Estate Agents 
Authority, a reasonable opportunity of being heard should be given to the 
licensee. To avoid power abuse, disciplinary actions will not be applied if the 
estate agents have taken all reasonable steps and exercised all due diligence to 
avoid the non-compliance, the contravention or the occurrence of the matter 
which is the subject of the investigation or complaint.  
 
It is fair for the estate agents to be exempted from the disciplinary actions if 
they can prove that it is reasonable for them to have relied on such information 
obtained from a source prescribed and they have taken all steps reasonably 
open to him to avoid the non-compliance or contravention.98 
 
On the other hand, there are about 20 types of offences99 specified in the 
Estate Agents Ordinance which may be committed by any person. Penalties 
for corresponding offences100 are clearly shown in the section 55 of the Estate 
Agents Ordinance.  
 
The penalty can be divided into 8 levels. On conviction upon indictment, the 
highest penalty is a fine of $500,000, imprisonment for 2 years or both when 
an individual or company who does or carries on business of doing estate 
                                                 
98 s.36(5bii) of Estate Agents Ordinance 
99 See Appendix 5 
100 See Appendix 6 
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agency work without a valid estate agent's license101. If a licensed salesperson 
who for or in connection with an estate agency business uses any name other 
than that specified in his license102, the lowest penalty with a fine at level 6 
($50,001-100,000), imprisonment for 3 months or both will be issued.  
 
The aim of these provisions is to give the index of offences and penalties. 
Although it is impossible to show all the offences with the corresponding 
penalties, such provisions can act as a benchmark for the determination of 
other offences.  
 
 
                                                 
101 s.55 (1)(a) of Estate Agents Ordinance 
102 s.55(2)(a) of Estate Agents Ordinance 
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CHAPTER 5 
EFFICIENCY OF ESTATE AGENTS ORDINANCE  
 
5.1 INTRODUCTION 
As the Estate Agents Ordinance (EAO) and its subsidiary legislation empower 
the Estate Agents Authority to regulate the local estate agency trade by the 
license system, the Estate Agents Authority focuses its effort on establishing a 
structure for examination, licensing and regulation. Whether the practice of the 
estate agency trade can be regulated and controlled effectively is determined 
by the actual power of the Estate Agents Authority given by the Estate Agents 
Ordinance and the daily work of the Estate Agents Authority. Therefore, in this 
chapter, the present situations of estate agency trade will be examined to 
reveal the effectiveness of the Estate Agents Ordinance implemented by the 
Estate Agents Authority in terms of law enforcement, complaints handling, 
license issue, Estate Agent & Salesperson Qualifying Examination, 
professional development and community education.  
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5.2 LAW ENFORCEMENT 
After the Estate Agents Ordinance is established, it is important for the Estate 
Agents Authority to enforce it in order to achieve its objectives103. Therefore, 
the Estate Agents Authority adopts the following 3 measures: 
1. Issue practice circulars104 to provide guidelines and directives on 
estate agency practice. 
2. Investigate complaints105 from the public about alleged breaches of the 
law or misconduct by licensees. 
3. Conduct compliance checks106 at the estate agency shops and first-sale 
sites. 
 
Figure 5.1: Total Number of Practice Circulars issued 
by the Estate Agents Authority 
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103 See Chapter 1 of this dissertation, p.2 
104 See Figure 5.1 and Appendix 7 
105 The detail will be discussed in Section 5.3 of this dissertation.  
106 See Figure 5.2 and Appendix 8 
62 
In 2005, the first-sales of real estate properties were prosperous. Because of 
more first-sales and growing public concern about order at the first-sales sites, 
action with regard to compliance checks is stepped up at the first-sale sites in 
2005 by the Estate Agents Authority. Also, 3 practice circulars107 relating to 
the first-sales have been issued. 
 
Figure 5.2: Compliance Checks by the Estate Agents Authority 
(2003-2006) 
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The flexibility of the Estate Agents Authority to arrange the frequency of 
compliance checks and issue the related practice circulars by following the 
change in market nature can prove the efficiency of the Estate Agents 
Authority. Such law enforcement can ensure the licensed estate agents work 
properly under the statutory monitoring body.  
 
                                                 
107  They are including No.05-03(CR) Identification of Personnel at First-Sales Site;   
No.05-04(CR) Provision of Information on First-hand Residential Properties and 
No.06-05(CR) First Sales of Residential Properties.   
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5.3 COMPLAINTS HANDLING 
The Estate Agents Authority regularly receives, deals with and investigates 
complaints from the public against licensees for alleged breaches of the law 
and/or misconduct. 
 
According to the Estate Agents Authority Paper108 to the Legislative Council 
Panel on Housing, the number of complaint cases received by the Estate 
Agents Authority has gone up considerably in recent years, as follows: 
 
Figure 5.3: Complaint Cases Received by the Estate Agents Authority 
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Source: Estate Agents Authority (2006). Legislative Council Panel on Housing, Complaints 
against Estate Agency Trade and Estate Agents and Salespersons Qualifying Examinations, 
October.  
 
 
The nature of the complaints has been varied. For the complaints received in 
the first half of 2006, an analysis was conducted and the findings are given 
below:
                                                 
108 Complaints against Estate Agency Trade and Estate Agents and Salespersons Qualifying 
Examinations, October 2006  
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 Table 5.1: The Types of Complaints Received in 2006 (Jan – Jun)109 
 
Types of the Complaint Number of 
allegations
110 
% 
1. Failure to supply property or market 
information; failure to advise clients to seek 
legal advice; failure to check information 
provided by contracting parties, etc. 
 
157 20.6 
2. Incorrect property or market information 
provided, and misrepresentation, etc. 
 
 
154 20.2 
3. Improper means or manner of demanding 
commission payment; promotional activities 
causing obstructions; improper behaviour in 
public, etc. 
 
81 10.7 
4. Failure to act impartially with all parties in a 
transaction, for example, failing to inform the 
purchaser of the subsisting building orders and 
incorporating terms in provisional agreements 
which are unfavourable to one of the parties 
 
51 6.7 
5. Failure to enter into or explain an estate agency 
agreement with clients, complete an estate 
agency agreement properly or supply the 
executed agreement to clients 
 
38 5.0 
6. Failure to carry out a land search and / or supply 
a copy of the search result to clients 
 
 
37 4.9 
7. Failure to comply with practice directions or 
guidelines regarding cold-calling, dealing with 
jointly-owned properties, or the display of 
license number on name cards/advertisements, 
etc. 
 
36 4.7 
8. Misleading advertisements or advertisements 
without proper authorization 
 
 
 
30 3.9 
                                                 
109 The total number of complaints received from January to June 2006 is 400. 
110 A complaint may consist of more than one allegation, hence the number of allegations 
(761) does not tally with the number of complaints (400) 
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Types of the Complaint Number of 
allegations
110 
% 
9. Failure to exercise due care and diligence in 
performing estate agency work, for example, 
failing to ascertain the landlord’s consent in 
dealing with sub-tenancy and filling in 
provisional agreements wrongly 
 
26 3.4 
10. Failure to explain the provisional sale and 
purchase agreement or lease to clients 
 
20 2.6 
11. Failure to carry out client’s instructions 
 
20 2.6 
12. Criminal convictions or conduct 
 
16 2.1 
13. Poor service or service provided to clients in a 
poor manner 
 
15 2.0 
14. Failure to disclose potential conflict of interests 
 
14 1.8 
15. Acting as a salesperson without a valid 
licence/employing unlicensed salespersons 
 
11 1.5 
16. Providing comparables which misrepresent the 
property value 
 
8 1.1 
17. Others 47 6.2 
             Total:     761      100    
 
Source: Estate Agents Authority (2006). Legislative Council Panel on Housing, Complaints 
against Estate Agency Trade and Estate Agents and Salespersons Qualifying Examinations, 
October.  
 
 
Although the nature of complaints varies, the majority of the allegations are 
failure to provide accurate property information or land search documents, 
engagement in improper practices, and failure to explain clearly the provisions 
in various legal documents such as the estate agency agreement, provisional 
sale and purchase agreement or the tenancy agreement. It seems that the 
problems of estate agents are mainly due to the lack of necessary professional 
knowledge rather than the poor in ethic.  
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From the view of the nature of complaints, there are fewer complaints on the 
ethical problems mentioned in Chapter 3 of this dissertation. It can show that 
the measures provided by the Estate Agents Authority monitor & control the 
estate agents’ conduct are effective. i.e. the Estate Agents Ordinance is 
effective to empower the Estate Agents Authority to regulate the estate agents.  
 
From the other point of view, although the number of the complaints is 
gradually increasing, it does not mean that the estate agency problems are still 
keeping worse. Among the complaint cases completed during the past period 
from January 2003 to June 2006, the number of substantiated cases is shown 
as follows:  
 
Table 5.2: Decisions Made by the Estate Agents Authority 
on Complaint Cases between 2003 and 2006 
 
Year Complaints Cases 
Substantiated111 
Complaints Cases 
Unsubstantiated 
Complaints 
Cases Closed112
Complaints 
Cases 
Completed113 
2003 99 (25%) 121 (30%) 181 (45%) 401 
2004 69 (17%) 120 (30%) 206 (53%) 395 
2005 142 (21%) 227 (33%) 320 (46%) 689 
2006  163 (26%) 179 (29%) 286 (45%) 628 
Total 473 (22%) 647 (31%) 993 (47%) 2,113 
Source: Horizons, Estate Agents Authority 
 
 
With reference to the percentage of complaints cases substantiated and that of 
complaints cases unsubstantiated, the number of unsubstantiated cases is more 
                                                 
111 Substantiated cases include cases in which EAA Disciplinary Committee has imposed 
sanctions and those in which the EAA Administration has issued advisory letters/ 
reminders of good practices. 
112 Closed cases include cases which are insufficient information to pursue, resolved through 
mediation or withdrawn by complainants.. 
113 New cases received in a particular year may be carried forward/completed in a subsequent 
year. Hence, the number of complaint cases completed in a particular year does not 
necessarily tally with the number of new complaint cases received in that year. 
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than that of substantiated cases. The fact is that only about 22% is 
substantiated. The actual number of estate agents contravening the ordinance 
is still acceptable which is keeping in low level. Many initially so-called 
“complaints” are in reality civil disputes and disputes over commission or 
non-delivery of promised incentives. They either get subsequently settled 
through mediation or are withdrawn by the complaints after the consumers 
gain a better understanding of the role and responsibilities of estate agents. 
 
The reason for the upward trend in the number of complaints may be due to 
the increasing volume of property transactions from 2003 to 2005 shown as 
following figure. It may have afforded more occasions for disputes to arise 
between estate agents and their clients.  
 
Figure 5.4: Number of Property Transactions between 1998 and 2006 
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Therefore, the increased complaints do not imply that the quality of estate 
agent decreases. To be more accurate, the actual number of estate agents 
contravening the ordinance i.e. the number of substantiated complaint cases 
should be used for analysis instead of the number of complaints. As the actual 
number of estate agents’ misconduct is low under the Estate Agents 
Authority’s monitor, it can reveal the efficiency of the Estate Agents 
Ordinance on the estate agency trade. 
 
Apart from monitoring the estate agents’ conduct, the Estate Agents Authority 
can also exercise disciplinary power in accordance with the law. Its 
Disciplinary Committee will consider each suspected case of non-compliance 
in a fair and just manner, and determine whether an Inquiry Hearing is 
necessary. At the hearing, the licensee has the opportunity of being heard and 
may engage a lawyer to represent him/her. When the complaints are proved to 
be substantiated, the Estate Agents Authority will mete out disciplinary 
sanctions against those licensees found to have breached the law. 
 
In determining the appropriate sanction, the Disciplinary Committee will take 
into account a number of factors including the evidence submitted and 
arguments presented, the seriousness of the breach, the licensee’s attitude and 
his/her track record and other mitigating factors. A summary of the actions 
taken by the Estate Agents Authority between 2003 and 2006 is shown as 
follows: 
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Table 5.3: Actions taken by the Estate Agents Authority on licensees114  
between 2003 and 2006 
 
Year Admonishment 
/Reprimand 
Fine 
Imposed
License with 
Conditions 
Attached/ Varied 
License 
Suspended 
License 
Revoked 
2003 6 4 170 21 14 
2004 6 20 93 16 1 
2005 18 11 124 28 5 
2006* 23 5 93 37 1 
Remark: *Data recorded from Jan to June 
Source: Estate Agents Authority (2006). Legislative Council Panel on Housing, Complaints 
against Estate Agency Trade and Estate Agents and Salespersons Qualifying Examinations, 
October.  
 
 
From the table, it reveals that the most common action taken by the Estate 
Agents Authority is license with conditions attached. Through the license 
system, the Estate Agents Authority can regulate the behaviour of estate agents 
with restrictive conditions. If the misconduct or malpractice is serious and 
unacceptable, the Estate Agents Authority will suspend or revoke the license in 
order to expel the evil members being estate agents. It is not only an effective 
tool to keep the quality of the estate agents into standard level but also an 
effective way to protect the consumers against cheating of estate agents. In 
addition, if cases are involved potential criminal offences, they will be referred 
to other relevant law enforcement agencies for further action.115 Therefore, it 
is powerful enough for the Estate Agents Authority to control and punish the 
estate agents of misconduct or malpractice although the Estate Agents 
Authority does not have power for criminal punishment.  
 
                                                 
114 Including bankrupt licensees 
115 Cho, Tommy (2006). Committee of The Estate Agents Authority from 1998 to 2004. 
interviewed by author, Hong Kong, 18 December 2006. 
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5.4 LICENSE ISSUE 
According to the Estate Agents Ordinance, any individual or company 
carrying out estate agency work in Hong Kong must hold a valid license.116 
The Estate Agents Authority is responsible for issuing licenses and granting 
the renewal under circumstances117.  
 
In fact, the number of licensees fluctuates along with the property market. 
Review the past 6 years, the number of licensees is increasing. However, the 
ratio of Estate Agent (Individual) and Salesperson are decreasing. The details 
are as follows: 
 
Table 5.4: Number of Licensees and  
the Ratio of Salespersons to Estate Agents 
 
Year118 Salespersons Estate Agents(Individual) Total 
Ratio 
(Salespersons: Estate Agents) 
2002 4,382 10,261 14,643 0.43 : 1 
2003 6,070 8,787 14,857 0.69 : 1 
2004 7,073 8,649 15,722 0.82 : 1 
2005 10,026 8,930 18,956 1.12 : 1 
2006 12,365 9,424 21,789 1.31 : 1 
Sources: EAA Annual Report 2005-2006 
 
                                                 
116 s.15 of Estate Agents Ordinance 
117 The types of license and their requirement have been introduced in the Section 4.2.2 of 
this dissertation.   
118 As at 31 March of the specified year 
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Figure 5.5: Number of Licensees and  
the Ratio of Salespersons to Estate Agents 
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The reason for such changed ratio is that the practitioners gradually realized 
the extensive range of work that can be performed with the salesperson 
licenses. It is a healthy trend as the rationale behind the two-tier system is that 
the salesperson license marks the entry level to the trade while the estate agent 
license is for the agents who need to take up management level responsibilities. 
Such trend can reveal that the establishment for the 2 types of individual 
license by the Estate Agents Authority under Estate Agents Ordinance is 
effective which can meet the market need.  
 
To hold the valid license under the license system, licensing fee will be 
received by the Estate Agents Authority as a major income to regulate the 
estate agency industry. The Estate Agents Authority has accumulated with a 
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surplus of 80 millions from such income.119 The licensing fee for each types 
of license is shown as follows: 
 
Table 5.5: Licensing Fee of Estate Agent and Salesperson 
 
 12 months 24 months 
1. Salesperson’s 
License 
$ 1,280 $ 2,510 
2. Estate Agent’s 
License (Individual) 
$ 2,010 $ 3,930 
3. Estate Agent’s 
License (Company) 
$ 2,800 $ 5,460 
Source: Licensing, Estate Agents Authority (With effect from 1 January 2002) 
 
 
Compared with other professionals, the license fees of estate agent and 
salesperson are at the reasonable level.120 Their fees are $2,010 and $1,280 for 
12-month license respectively while that for Accountant and Surveyor are 
$2,800 and $1,360 per year respectively. On 1 January 2002, 24-month license 
validity period is opted as well. The license fees of Estate Agents and 
Salesperson are $3,930 and $2,510 respectively.  
 
Table 5.6: Comparison of License Fees of Professionals in Hong Kong 
 
Professionals Annual License fee 
1. Accountant121 $ 2,800 
2. Estate Agent (Individual) $ 2,010 
3. Salesperson $ 1,280 
4. Surveyor $ 1,360 
Source: Information extracted from web-sites of HKCPA, EAA and HKIS 
 
 
Such amendment to the Licensing Regulation is welcomed by the practitioners. 
Not only the administrative process and cost can be reduced, but also time for 
                                                 
119 Property Agencies Association Proposed to Reduce the License Fee. Ming Pao, 27th March 
2007 
120 The license fees have been adjusted 2 times since 1999. The license fees have been totally 
decreased by 44%. 
121 With effect from 2007 
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the renewal of license can be minimized.  
 
Although longer license validity period is able to be granted by the Estate 
Agents Authority, it does not reduce the effectiveness of the Estate Agents 
Authority to manage the estate agents conduct under the license system. If 
appropriate, the Estate Agents Authority can still exercise its power to suspend 
or revoke the issued license before the expiry of license122. Therefore, the 
amended Estate Agents (Licensing) Regulation becomes more efficient which 
can cater to the practitioners’ need without weakening the Estate Agents 
Authority’s power.  
 
5.5 ESTATE AGENTS & SALESPERSONS QUALIFYING 
EXAMINATIONS 
In order to reflect the different requirements and responsibilities expected of 
estate agents and salespersons under the Estate Agents Ordinance, the Estate 
Agents Authority has established the two tailored-made license syllabuses for 
them. The syllabuses for Estate Agents and Salespersons Qualifying 
Examinations are covered by the following subjects: 
                                                 
122 It has been discussed in Section 5.3 of this dissertation.  
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Table 5.7: Syllabuses for Estate Agents and 
Salespersons Qualifying Examinations 
 
Subjects EAQE123 SQE124 
1. Introduction to the real estate agency industry 
 in Hong Kong 
 
?  ?  
2. Estate Agents Ordinance and estate agency 
practice 
 
?  ?  
3. Laws governing estate agency practice and
conveyancing procedures 
 
?  ?  
4. Introduction to land registration system, land 
search and property related information systems
 
?  ?  
5. Introduction to building related knowledge, 
property classification and property 
management 
 
?  ?  
6. Principles and practice of property valuation 
 
?  ?  
7. Leasing and tenancy matters 
 
?  ?  
8. Effective agency management and supervision 
of salespersons to ensure compliance 
 
?  ?  
Source: EAA List of Reference Materials for Estate Agents and Salespersons Qualifying 
Examinations (2006) 
 
Through the passing the relevant qualifying examination and fulfilling the 
certain personal requirements125, an individual can become an estate agent. 
The number of new entrants is obviously increasing from 2003 to 2006. It 
reveals that people start to accept the license system of the estate agency trade 
and have a confidence on this trade to develop their career. This positive 
image is contributed by the effort of the Estate Agents Authority. 
 
                                                 
123 Estate Agents Qualifying Examination 
124 Salespersons Qualifying Examination 
125 The personal requirements have been discussed in 4.2.2 of this dissertation. 
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Figure 5.6: Number of New Entrants 
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Although more and more individuals with higher educational people are 
entering the trade, the overall educational standard of licensees remains 
generally low. Currently, about 20% of the licensees have tertiary level 
education while the educational level of 12% of the licensees is still below 
Form 5126. 
 
Table 5.8: Educational Level of Licensees (as at 31 March 2006) 
 
  Below Form 5 Completed F.5 or equivalent Tertiary or above 
Estate Agents 18.4% 53.0% 28.6% 
Salespersons 7.1% 79.6% 13.3% 
Overall 12.0% 68.1% 19.9% 
Sources: Annual Report 2005-2006, Estate Agents Authority 
 
 
                                                 
126 They are qualified for licenses because of exemption measures during the three-year 
transition period from 1999-2001. 
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In long term, to raise the overall standard of practitioners, it is necessary to 
ensure that the new entrants are knowledgeable about all major areas of estate 
agency work so that they can competently discharge their duties. In fact, it is 
not easy to make an amendment of the Estate Agents Ordinance about the 
educational requirement of the licensees127. Many complicated procedures are 
required for the ordinance amendment. However, the Estate Agents Authority 
is flexible to revamp the Estate Agents and Salespersons Qualifying 
Examination by introducing a new format, wider scope and more in-depth case 
studies. The Estate Agents Authority has updated the syllabus for both the 
Estate Agents Qualifying Examination and Salespersons Qualifying 
Examination since July 2005 and July 2006 respectively. Although the pass 
rate for the estate agent examination has dropped significantly since the 
change shown as following table, it is an effective way to raise the standard of 
licensees through their well preparation for the examination. 
 
                                                 
127 Cho, Tommy (2006). Committee of The Estate Agents Authority from 1998 to 2004. 
interviewed by author, Hong Kong, 18 December 2006. 
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Figure 5.7: Pass Rate of the Estate Agents 
and Salesperson Qualifying Examination 
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5.6 PROFESSIONAL DEVELOPMENT 
People holding a valid agent license can develop their career by carrying out 
estate agency work in Hong Kong. When the license becomes invalid 
immediately upon expiry, estate agents should simply renew their license not 
more than three months and not less than one month prior to the expiration of 
the license.128 In addition, from 1 January 2002, any person who has held a 
fully substantiated license129 and who ceases estate agency work temporarily 
may re-apply for a license within 24 months from the expiry of his last license. 
Both are not required to fulfill the educational and examination requirements 
again. 
                                                 
128 s.13 of Estate Agents (Licensing) Regulation 
129 One without any examination/training condition attached thereon or, if there is such 
condition, he has passed the relevant examination or completed the specified training 
course on or before 31 December 2001 
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Although it is convenient for the practitioners to continue their trade, it is 
unable to keep their knowledge up-to-standard after a period of time without 
testing. Under this circumstance, the Estate Agents Authority therefore 
launched the Continuing Professional Development (CPD) Scheme in May 
2005. The purpose of the scheme is to encourage estate agency practitioners to 
acquire more knowledge and skills continuously. This scheme is being run on 
a voluntary basis. However, mandatory participation130 is the norm. Under the 
scheme, all licensees are encouraged to earn at least 10 CPD points131 each 
year. Attainment certificates will be awarded to those who meet the 10-point 
target and these practitioners will be allowed to print an Estate Agents 
Authority-endorsed CPD attainment symbol on their business cards.  
 
Since 1995, over 420 CPD activities have been conducted by the Estate 
Agents Authority and other organizations including educational/training 
institutes, trade associations and individual agencies132 with the majority of 
the subjects related to legal issues and estate agency practice. The number of 
participation of CPD activities is greatly increasing shown as following figure. 
 
 
 
 
 
                                                 
130 The scheme will be reviewed in May 2007 and decision for introducing mandatory CPD 
will be made then.  
131 About 10 learning hours 
132 EAA reimburses $2,500 of the accreditation fee paid by CPD course providers for each 
CPD activity accredited by the Hong Kong Council for Academic Accreditation.  
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Figure 5.8: Participation of Continuing 
Professional Development Activities 
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The active participation by the practitioners can prove that this CPD scheme 
launched by the Estate Agents Authority is quite successful. Such scheme with 
the support of the licensees’ participation can give the public a confidence on 
the quality of the estate agents and their services. Although the estate agents 
need to pay extra time, cost and effort for such scheme, they can gain the 
safeguard of the job and opportunity for promotion. Therefore, in long term, it 
is worth for the Estate Agents Authority to implement the mandatory CPD 
Scheme in order to enhance the competence of practitioners and the currency 
of their professional knowledge. 
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5.7 COMMUNITY EDUCATION 
Estate Agents Authority focuses on the promotion of better public 
understanding of the role and functions of estate agents as well as the rights 
and obligations of consumers. It conducts some roadshows133 and community 
talks134 as well as distributes educational booklets and leaflets for consumer 
education. Therefore, consumers are able to take more proactive and 
preventive steps to protect their own interests in property transactions e.g. 
through the signing of an estate agency agreement. Also, they could be aware 
of their responsibilities e.g. paying the commission that has been agreed upon.  
 
As a result of Estate Agents Authority’s enhanced community education 
initiatives these years, consumers have a higher awareness of the legal 
protection they enjoy in property transactions and are more aware of ways to 
lodge a complaint. Therefore, although the number of complaints is trending 
upward, it does not mean the regulation of estate agents is not effective. On 
contradiction, it is effective for the Estate Agents Authority to enhance the 
public awareness on the estate agency issues so that the open, fair and honest 
property transaction can be achieved.   
 
 
                                                 
133 In 2005-2006, 14 roadshows were held to introduce the work of Estate Agents Authority, 
regulatory and licensing regimes for estate agents in Hong Kong and the duties and 
responsibilities of an estate agents to the public.  
134 In 2005-2006, 7 community talks were held to enhance the public’s awareness of how 
their interests in property transactions maybe protected by the Estate Agents Ordinance.  
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CHAPTER 6 
CONCLUSION  
 
6.1 CONCLUSION 
Referring to the Chapter 2 of this dissertation, Kleiner (2006) doubted about 
the suitability of license system for the estate agents and its efficiency. 
However, after investigation and analysis the current situation of estate agency 
trade, it is certainty that the license system is applicable to the estate agency 
trade. i.e. Estate Agents Ordinance is effective in terms of monitor and 
regulation. 
 
Under the Estate Agents Ordinance, the Estate Agents Authority has sufficient 
power to regulate and control the estate agents’ conduct through the license 
system. Not only the traditional practices of estate agents have been improved, 
but also several benefits can be brought to the estate agency trade in the 
following means: 
 
6.1.1. Eliminating the Malpractices of Estate Agents 
With reference to the Chapter 3 of this dissertation, the common problems of 
estate agents in the past situation can be summarized in 4 aspects. They are 
including: 
 
(a) Lack of Professional Knowledge 
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(b) Misbehaviour 
(c) Holding Conflict of Interest 
(d) Argument on Commission Fee 
 
For the issue of “lack of professional knowledge”, the license system can 
ensure the practitioners meet the minimum standard with the sufficient 
professional knowledge to perform their daily work. Having the classification 
of the license type based on the different standard in terms of professional 
knowledge, estate agents can fit the requirement of their position by holding 
the relevant license i.e. either salesperson license or estate agent license.  
 
For the issue of “misbehaviour of estate agents”, it can be eliminated 
effectively as the Estate Agents Authority is able to regulate the estate agents’ 
conduct under the license system. The Estate Agents Ordinance empowers the 
Estate Agents Authority to take disciplinary actions. For the serious 
misconduct of estate agents, license will be either suspended or revoked. This 
punishment is deterrable to the practitioners because, without holding a valid 
license, estate agents cannot develop their career on this field anymore. 
 
For the issue of “holding conflict of interest”, this is a fundamental problem 
due to the dual-agency system. To solve this problem, the estate agents are 
required to disclose all information listed in the agreement. It is effective way 
to avoid the conflict of interest held by the estate agent to his 2 clients. Having 
disclosure of estate agents’ interest, clients can have a clear picture on the 
roles of estate agent to determine whether their agents are reliable to be their 
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representative or not. In fact, the fundamental solution for the conflict of 
interest is to have a single agency only. If the clients do not have confidence to 
their agent who represents both 2 parties, single agency system is the best 
choice. However, the commission fee paid by the client will be relatively 
higher as the fee cannot be shared by 2 clients. i.e. the commission fee paid by 
a single client under the single agency system will be double compared with 
that fee under the dual agency system. Therefore, disclosure of estate agents’ 
interest in the property transaction is able to minimize the conflict of interest 
without increase the expense of commission.  
 
For the issue of “argument on commission fee”, the arrangement of signing 
the standard visiting form and standard form of Agreement can reduce the 
chance of quarrel. These standard forms can be a good evidence to prove the 
effort paid by the estate agents during the process of transaction. It can protect 
the agents’ right to claim for commission fee if their clients directly sell/rent 
their properties to the purchaser/lessee who is introduced by the agents. Also, 
it can avoid any related parties from changing their mind on the rate of 
commission fee. Therefore, signing the standard form is effective way to 
minimize the argument on commission issue.  
 
6.1.2. Improve the Protection of the Clients’ Benefit 
In the past, there was no restriction to be an estate agent. Everybody can call 
themselves as an estate agent. Therefore, the service standard provided by 
them was questionable. However, having the statutory body to monitor and 
regulate the estate agents’ behaviour, the risk for the clients to be cheated by 
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the estate agents can surely be reduced. All the measures taken by the Estate 
Agents Authority including implementation of license system, prescribing the 
use of standard forms, requiring the disclosure of information, taking 
compliance checks, handling and investigating the complaints, etc, are able to 
prevent the estate agents from taking tricky means so as to protect the clients’ 
interest.  
 
6.1.3. Enhance Public Confidence on Estate Agency Trade 
Before the establishment of the Estate Agents Authority, estate agency trade 
was unregulated. Many complaints on the malpractice of practitioners were 
consequently raised. Hence, the impression of the estate agency trade in the 
public was quite worse. However, the introduction of Estate Agents Authority 
which is responsible to regulate the estate agency trade can enhance the public 
confidence on this trade. As the Estate Agents Authority is a statutory body 
which is public accountable in nature, the estate agents trade becomes more 
transparent to the public. It is true that more understanding in the trade, more 
confidence on it.  
 
6.1.4. Encourage New Entrants with Higher Qualification 
Since the Estate Agents Authority has taken a series of measures to the estate 
agency trade, the position of this trade is upgrade to be more professional. It 
can attract more people with high qualification to join this career. Also, people 
with the low educational level are restricted to apply a license. The reason 
behind is to ensure that all estate agents have a basic knowledge to handling 
their work. In addition, as the licensing system, regarding to the training 
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courses, examination system and continuing professional development scheme, 
are developed maturely by the Estate Agents Authority, it can give the new 
entrants a confidence to the estate agency trade and encourage them to pursue 
higher qualification in order to maintain their competitive abilities.  
 
6.1.5. Enhance Public Awareness on Estate Agency Issues 
In the past, it was common phenomenon that the public have no awareness on 
the estate agency trade. Because of the absence of rules on this trade, there 
was no means for the public to know more about it. As the consumers knew 
not much on this trade, they were cheated easily.  
 
To achieve the open, fair and honest property transaction, the Estate Agents 
Authority established under the Estate Agents Ordinance not only to regulate 
the estate agency trade but also to enhance the public awareness on the estate 
agency issues. Hence, apart from implementation of license system, the Estate 
Agents Authority also focuses on the promotion of the trade in order that 
people can have a clear concept on the roles and obligations of each involved 
parties in the property transaction. The public are becoming more awareness 
on the estate agency trade through many booklets and leaflets as well as some 
roadshows and community talks which are distributed and conducted by the 
Estate Agents Authority. The public are also welcomed to visit the Estate 
Agents Authority’s centre and web site to get more information. Rather than 
believe what the Estate Agents Authority says, the public can read the Estate 
Agents Ordinance (Cap. 511) directly from the Bilingual Laws Information 
System through the internet to understand more about this ordinance.  
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6.2 LIMITATION AND RECOMMENDATION 
In this dissertation, it is mainly focus on how the license system to be 
implemented by the Estate Agents Authority under the Estate Agents 
Ordinance. The potency of the Estate Agents Authority and the suitability of 
the license system are set as the benchmarks to determine the effectiveness of 
the Estate Agents Ordinance.  
 
Through studying the daily operation of Estate Agents Authority, it can be 
concluded that the Estate Agents Authority has sufficient power to monitor 
and set an effective mechanism to control and punish the black sheep of estate 
agents. In addition, under the promotion by the Estate Agents Authority, 
people not only have a clear concept the roles and obligations of the estate 
agents but also are provided with avenue of complaints. As the Estate Agents 
Authority can achieve the objectives of the Estate Agents Ordinance, the 
potency of the Estate Agents Authority cannot be denied.  
 
On the other hand, the problems of the estate agents’ traditional practice are 
obviously solved by the license system. The complaints on the ethical issue 
are greatly reduced. Also, under the license system, the quality of estate agents 
is improved in terms of professional knowledge and educational level by the 
Estate Agents & Salespersons Qualifying Examinations and Continuing 
Professional Development Scheme. These merits brought from the license 
system can prove that license system is suitable for the estate agency trade 
without doubt. 
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However, in this dissertation, it is simply proved that license system applied 
by the Estate Agents Authority under the Estate Agents Ordinance is effective 
with reference to the past and current situation of the trade. The main 
difficulty for this dissertation is data collection. There are limited past statistic 
and information provided for the public. Application is required for getting the 
past information from the ICAC and Consumer Council which is confidential. 
Also, since these two sources are provided by two different departments, they 
have their own mechanism to categorize their own data and information. As a 
result, the degree of real past situation may not be totally reflected through 
these data. Therefore, they may be limited to be used as reference.  
 
Secondly, due to the establishment of the Estate Agents Authority, all the 
works and cases related to the estate agency trade will be transferred to the 
Authority. Therefore, all data and information which reflect the current 
situation of the estate agency trade are mainly provided by the Estate Agents 
Authority. As mentioned before, since the sources for past data and current 
data are different, it is difficult to compare the past and current situation 
directly and make an objective analysis for the change of estate agency trade 
under the Estate Agents Ordinance. Furthermore, as the Estate Agents 
Authority is a single source to provide some statistic for the current situation 
of the trade, all information for the current situation may be too subjective to 
reflect the performance of the Estate Agents Authority. Therefore, in this 
dissertation, the effectiveness of the Estate Agents Ordinance is determined 
under the Estate Agents Authority’s point of view only.  
 
88 
To have a further study, it is worth to determine the effectiveness of the Estate 
Agents Ordinance from different points of view, e.g. practitioners’ view or 
consumers’ view, so that more comprehensive conclusion can be made. Also, 
license system may be just one of the methods but not the most effective 
means to solve the estate agency problems. Therefore, further study on the 
feasibility of single agency system in Hong Kong and comparison on the 
effectiveness between the license system and single agency system are 
recommended.  
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APPENDIX 1 
 
 
No. of Complaints Received by Consumer Council 
on Estate Agency Trade in Hong Kong, 1990-1999 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Data complied from the Consumer Council, Hong Kong 
Year No. of Complaints Percentage Change 
1990 115 - 
1991 248 + 115.7% 
1992 118 - 52.4% 
1993 155 + 31.4% 
1994 204 + 31.6% 
1995 112 - 45.1% 
1996 167 + 49.1 % 
1997 371 + 122.2% 
1998 305 - 17.8% 
1999 83 -72.8% 
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APPENDIX 2 
 
 
Complaints Received by Consumer Council on Estate Agency Trade in Hong Kong, 1990-1999 
 
 
Source: Data complied from the Consumer Council, Hong Kong 
Year 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 Average 
Sales Practices 75 (65%) 200 (80%) 85 (72%) 112 (72%) 150 (74%) 81 (73%) 118 (70%) 312 (84%) 189 (62%) 41 (49%) 136 (73%) 
Late/Non-Delivery 7 (6%) 4 (2%) 1 (1%) 6 (4%) 2 (1%) 2 (2%) 2 (1%) 1 (1%) 1 (1%) 0 (0%) 3 (1%) 
Charges Dispute 5 (4%) 4 (2%) 11 (9%) 4 (3%) 5 (2%) 6 (5%) 8 (5%) 8 (2%) 16 (5%) 7 (8%) 7 (4%) 
Quality of Services 19 (17%) 16 (6%) 8 (7%) 12 (8%) 26 (13%) 16 (14%) 16 (10%) 19 (5%) 74 (24%) 22 (27%) 23 (12%) 
Others 9 (8%) 24 (10%) 13 (11%) 21 (13%) 21 (10%) 7 (6%) 23 (14%) 31 (8%) 25 (8%) 13 (16%) 19 (10%) 
Total No. of Complaints
on Estate Agency Trade 115 248 118 155 204 112 167 371 305 83 188 
Total No. of Complaints
 for the year 8,717 9,405 9,279 9,509 10,045 8,768 8,805 11,535 22,750 16,470 11,528 
 
% of Complaints  
on Estate Agency Trade 1.32% 2.64% 1.27% 1.63% 2.03% 1.28% 1.90% 3.22% 1.34% 0.50% 1.71% 
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APPENDIX 3 
 
 
No. of Corruption Reports From ICAC  
on Real Estate Agency in Hong Kong (1990-1997) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Data Complied from the Independent Commissioner Against Corruption 
(ICAC) 
 
 
 
 
 
 
 
Year No. of Corruption Reports Percentage Change 
1990 51 - 
1991 80 + 56.9% 
1992 56 - 30.0% 
1993 122 + 117.9% 
1994 116 - 4.9% 
1995 61 - 47.4% 
1996 116 + 90.2% 
1997 147 + 34.0% 
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APPENDIX 4 
 
 
Types of Corruption Reports From ICAC on Real Estate Agency in Hong Kong (1990-1995) 
 
 
Year 1990 1991 1992 1993 1994 1995* Average (90-95) 
 
Unauthority Commissions 19 (37%) 18 (22%) 28 (50%) 55 (45%) 81 (70%) 26 (43%) 38 (47%) 
Misrepresentation of Price of Property 2 (4%) 25 (31%) 15 (27%) 18 (15%) 9 (8%) 5 (8%) 12 (15%) 
Corruption involving Estate Agencies and Staff of Property Developers 19 (37%) 21 (26%) 4 (7%) 18 (15%) 3 (2%) 11 (18%) 13 (16%) 
Corruption involving Estate Agencies and Staff of Solicitors Firms 6 (12%) 8 (10%) 4 (7%) 15 (12%) 9 (8%) 6 (10%) 8 (10%) 
Corruption involving Estate Agencies and Bank Staff 2 (4%) 4 (5%) 0 (0%) 2 (2%) 2 (2%) 2 (3%) 2 (2%) 
Corruption involving Estate Agencies and Management Officers 2 (4%) 2 (3%) 1 (2%) 4 (3%) 1 (1%) 3 (5%) 2 (2%) 
Others 1 (2%) 2 (3%) 4 (7%) 10 (8%) 11 (9%) 8 (13%) 6 (8%) 
 
Total 51 80 56 122 116 61 81 
* Special Group investigating trade of Estate Agencies was dismissed after 1995 
Source: Data Complied from the Independent Commissioner Against Corruption (ICAC) 
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APPENDIX 5 
 
 
Offences Specified in Section 55 of Estate Agents Ordinance 
 
Section Offences Penalty
s.55(1)(a) Any individual or company who does or carries on business of 
doing estate agency work without a valid estate agent's license. 
 
(I) 
s.55(1)(b) Any individual who acts or does estate agency work as a 
salesperson without a valid license. 
 
(II) 
s.55(1)(c),(d) Any person who makes any statement or furnishes any 
information, which is false and misleading in a material 
particular, in connection with any application for the grant or 
renewal of an estate agent's or a salesperson's license. 
 
(IV) 
s.55(1)(k)  Any person who, otherwise than in performing a function 
under the Ordinance, obliterates, defaces or otherwise alters 
any existing entry in the register maintained by the Authority 
or makes a new entry therein. 
 
(II) 
s.55(1)(e) Any person who fails to, when required, produce to the 
Authority's investigator any record or document relevant to the 
investigation which is in his possession or under his control, or 
give the investigator such explanation or further particulars in 
respect of a record or other document produced, or give 
assistance to the investigator. 
 
(II) 
s.55(1)(f) Any person who performs or assists the Authority's 
investigation but fails to maintain confidentiality in respect of 
all matters and information furnished for the purposes of the 
investigation. 
 
(II) 
s.55(1)(g) A person without a valid estate agent's license accepts or acts 
pursuant to an appointment of a manager in a licensed estate 
agent's office. 
 
(III) 
s.55(1)(h)(i)  Any person who makes any statement or furnishes any 
information, which is false or misleading in a material 
particular, in assisting the Authority's investigation. 
 
(II) 
s.55(1)(h)(ii) Any person who makes any statement or furnishes any 
information, which is false or misleading in a material 
particular, in purported compliance with any requirement 
imposed on him for the purposes of an inquiry of a complaint 
conducted by the Authority or a disciplinary committee. 
 
(II) 
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Section 
 
Offences Penalty
s.55(1)(h)(iii) Any person who makes any statement or furnishes any 
information, which is false or misleading in a material 
particular, pursuant to or by virtue of the right of being heard 
of a licensee concerned and any other person against whom the 
Authority or the disciplinary committee exercises its powers 
under s.30(1) of the Ordinance. 
 
(II) 
s.55(1)(h)(iv) Any person who makes any statement or furnishes any 
information, which is false or misleading in a material 
particular, in purported compliance with any requirement 
imposed on him for the purposes of the proceedings conducted 
by an appeal tribunal. 
 
(II) 
s.55(1)(h)(v)  Any person who makes any statement or furnishes any 
information, which is false or misleading in a material 
particular, in purported compliance with any requirement 
imposed on him for the purposes of the proceedings of a 
determination by the Authority of any dispute as regards 
commission. 
 
(II) 
s.55(1)(i) A person who, when summoned or required, fails or refuses to 
attend as a witness or produce a document or other things or 
answer any questions put to him under the Ordinance. 
 
(II) 
s.55(1)(j) A person who obstructs the Authority or any person in the 
exercise or performance of any of its or his functions. 
 
(II) 
s.55(2)(a) A licensed estate agent who for or in connection with an estate 
agency business uses any name other than that specified in his 
license. 
 
(VI) 
s.55(2)(a) A licensed salesperson who for or in connection with an estate 
agency business uses any name other than that specified in his 
license. 
 
(VIII) 
s.55(2)(b) A licensee who employs or continues to employ as a 
salesperson any person without a valid license. 
 
(VI) 
s.55(2)(c) A licensee who fails to repay to a client moneys received for or 
on account of the client or use the moneys or any part thereof 
for the making of payments to the client or as the client 
instructs. 
 
(V) 
s.55(2)(d) A licensed estate agent who fails to forthwith pay to the estate 
agent by whom he is employed moneys received for or on 
account of a client of the estate agent. 
 
 
(V) 
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Section 
 
Offences Penalty
s.55(2)(d) A licensed salesperson who fails to forthwith pay to the estate 
agent by whom he is employed moneys received for or on 
account of a client of the estate agent. 
 
(VII) 
Source: Information extracted from the web-site of Bilingual Laws Information System 
(http://www.legislation.gov.hk/eng/home.htm) 
 
 
 
 
 
 
APPENDIX 6 
 
 
Penalty on Estate Agencies for Non-compliance of Provision of the EAO 
 
Schedule - Penalty 
 (i) On conviction upon indictment (ii) on summary conviction 
I a fine of $500,000,  
imprisonment for 2 years or both 
a fine at level 6  
($50,001-$100,000), 
imprisonment for 6 months or both 
II a fine of $200,000,  
imprisonment for 1 year or both 
a fine at level 6 
($50,001-$100,000),  
imprisonment for 6 months or both 
III a fine of $150,000,  
imprisonment for 6 months or both 
a fine at level 5  
($25,001-$50,000),  
imprisonment for 3 months or both 
IV a fine at level 6 ($50,001-100,000),  
imprisonment for 1 year or both 
a fine at level 5  
($25,001-$50,000),  
imprisonment for 6 months or both 
V. a fine of $200,000, 
imprisonment for 1 year or both 
a fine at level 6  
($50,001-100,000),  
imprisonment for 6 months or both 
VI. a fine at level 6 ($50,001-100,000),  
imprisonment for 6 months or both 
a fine at level 5 
($25,001-$50,000),  
imprisonment for 6 months or both 
VII. a fine of $150,000, 
imprisonment for 6 months or both 
a fine at level 5  
($25,001-$50,000),  
imprisonment for 3 months or both 
VIII. a fine at level 6 ($50,001-100,000), 
imprisonment for 3 months or both 
a fine at level 5  
($25,001-$50,000),  
imprisonment for 1 month or both 
Source: Information extracted from the web-site of Bilingual Laws Information System 
(http://www.legislation.gov.hk/eng/home.htm)
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APPENDIX 7 
 
 
No. of Practice Circulars issued by the Estate Agents Authority, 1999-2006 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Data Complied from the Estate Agents Authority 
 
 
 
 
 
APPENDIX 8 
 
 
Compliance Checks by the Estate Agents Authority (2003-2006) 
 
Source: Data Complied from the Estate Agents Authority 
 
 
 
 
 
 
Year No. of Practice Circulars issued
1999 17 
2000 14 
2001 18 
2002 11 
2003 10 
2004 3 
2005 8 
2006 5 
Compliance Checks Compliance ChecksYear 
at First-Sale Sites at Agency Shops 
Total 
2003 662 350 1,012 
2004 490 477 967 
2005 983 405 1,388 
2006 738 499 1,237 
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